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Abstract 
 
The tendency of decision-makers to “stay the course” and continue with a course of 
action that is failing to accomplish optimal financial results is a phenomenon known as financial 
escalation of commitment. Persevering with an initially unsuccessful course of action sometimes 
leads to eventual financial success, but it often leads to chronic financial under-performance 
and/or bankruptcy. It is surprising how often different decision-makers facing the same type of 
decision – subject to the same constraints and privy to the same information – come to different 
conclusions about what course of action is most likely to produce optimal financial results. This 
research presents new empirical results which help to explain why some small family firms are 
more profitable than others. It elucidates five specific cognitive biases inherent when using a 
representativeness heuristic (closed-mindedness, insensitivity to base rate frequency, over-
weighting of isolated positive/negative information, preference for redundant indicators, and 
insensitivity to mean regression) which lead decision-makers to persist with financially sub-
optimal courses of action. It provides evidence that involvement with industry associations 
mitigates this negative financial performance – a major contribution to the family firm 
governance literature. Perhaps of greatest interest to family business scholars and practitioners 
alike, it shows that, if decision-makers can look beyond maintenance of the loyalty of their key 
customers, the non-financial goal of maintaining ownership, control, and family involvement 
also produces above-average financial results. 
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Chapter I – Introduction 
 
Whether viewed as a calculated, rational process (Buchanan & O’Connell, 2006) or as 
the unintentional sum of various human behaviors
1
 (Zey, 1992), scholars agree that strategic 
decision-making is a critical antecedent of firm performance (Child, 1972; Hambrick & Mason, 
1984; Hutzschenreuter & Kleindienst, 2006; Koropp, Kellermanns, Grichnik, & Stanley, 2014). 
Strategic decision-making is traditionally understood as both the setting and pursuit of firm 
goals. Goals can be seen as either financial or non-financial in nature, and goal pursuit methods 
can be seen as having more or less positive financial consequences (Armstrong, 1982). Family 
firms often differ from non-family firms in the number and relative priority of the non-financial 
goals which these different types of firms pursue (Astrachan & Jaskiewicz, 2008; Gómez-Mejia, 
Takács Haynes, Núñez-Nickel, Jacobson, & Moyano-Fuentes, 2007). Non-financial goals often 
produce significant positive externalities both for the families which own and run such firms and 
for the societies and economies in which these firms are situated. However, the pursuit of such 
goals sometimes has negative implications for firm financial performance. 
Family firms whose decision-makers place a high priority on non-financial goals may 
produce lower financial performance outcomes. However, it is surprising how often different 
decision-makers in such firms, facing the same type of decision, with the same non-financial 
priorities, and privy to the same information, choose different courses of action which lead to 
quite divergent financial results. In particular, some decision-makers tend to “stay the course” 
while others tend to change courses of action. The tendency of decision-makers to persist with a 
course of action when that course of action is not producing optimal financial results is a 
                                                             
1 While the commonly understood definition of the term “strategic” implies intentional behavior, business strategy 
scholars have defined the term a bit more broadly to encompass the set of decisions and actions (intentional or 
not) that lead to firm performance. 
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phenomenon known as financial escalation of commitment (Staw, 1976, 1981; Staw & Ross, 
1978)
2
. Continuing to follow a financially suboptimal course of action, in the short run, 
sometimes leads to greater financial performance in the long run.
3
 More often than not, however, 
continued pursuit of financially suboptimal courses of action leads to chronic financial under-
performance (DeTienne, Shepherd, & Castro, 2008) and/or bankruptcy (Daily & Dalton, 1994). 
Given the differences in choices decision-makers reach regarding whether to persevere 
with a course of action or not, further study of the antecedents of these choices is warranted. As 
mentioned earlier, while often not the case, the outcomes of perseverance with a financially sub-
optimal course of action in the short run can sometimes be financially successful in the long-
run
4
. Thus, the objective of this research is to examine a set of goals and decision-making 
methods related to perseverance which can lead to divergent financial results. The research then 
seeks to determine which combinations of goals and decision-making methods are associated 
with higher and lower levels of financial performance. The theoretical position of this research is 
that divergence in financial results is often influenced by the cognitive information filters which 
different combinations of goals and decision-making methods place on the evaluation of 
                                                             
2
 The original definition of escalation of commitment was the increase of investment of resources into a prior 
course of action which has had negative consequences (Staw, 1976), and it (as well as much of the subsequent 
literature on the topic) is not specifically focused on financial performance. This research will pursue a narrower 
definition of “financial escalation of commitment” as the pursuit of a course of action which produces sub-optimal 
financial performance compared to other firms in one’s peer group. Financial escalation of commitment is related 
to, but different from, the concept of sunk costs. Sunk costs are the investments which decision-makers have made 
in a prior course of action. Financial escalation of commitment is the pursuit of a financially sub-optimal course of 
action (in which decision-makers may or may not have made earlier investments).  
3
 This research will define this phenomenon (eventual achievement of high financial performance through short-
term pursuit of a financially sub-optimal course of action) as “positive financial externalities,” rather than “positive 
escalation of commitment,” as the author’s committee chair had suggested. 
4 For example, small businesses sometimes work for years on a product that doesn’t sell very well, but after 
eventual changes in customer demand which they foresaw take hold, the product sells like hotcakes and the firm is 
rewarded for being a first mover. 
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information about the financial implications of a course of action
5
. Marketing and consumer 
behavior scholars, among others, have studied this type of information filtering widely (for some 
recent reviews, see Simonson, 2015 and Weber & Johnson, 2008). However, to date application 
of this stream of literature to the study of small business decision-making has been limited (see 
Posavac, Kardes, & Brakus, 2010 for a notable exception). 
This research examines three cognitive mechanisms – dominant logic, decision-making 
heuristics, and selective information processing – which are likely to encourage filtering of 
information about the financial implications of a course of action and have been under-
researched as antecedents to financial escalation of commitment. Specifically, the research 
examines the dominant logic (i.e., a cognitive framework regarding “what is important”) of a 
firm’s decision-makers (Prahalad & Bettis, 1986). It studies how this dominant logic impacts 
these decision-makers’ choice of whether or not to continue with a heretofore financially sub-
optimal course of action despite negative financial indications. Dominant logic impacts decision-
making through the use of cognitive simplification processes known as decision-making 
heuristics (i.e., simple “rules of thumb” for quickly assessing a situation6). These heuristics lead 
decision-makers to filter the information they consider to focus only on information which their 
dominant logic identifies as important. This information filtering can be particularly acute under 
conditions of selective information processing (i.e., the evaluation of decision options in 
isolation
7
 rather than in comparison with other options). For decision-makers who follow certain 
                                                             
5
 This is a simplification stated in the interest of theoretical parsimony. The full theoretical causal path is that 
evaluations lead to decisions, which subsequently lead to actions, which then impact firm performance. 
6 The literature is full of varying definitions of the term “heuristic.” This research will define the term heuristic 
broadly as “a cognitive simplification process by which a decision-maker quickly assesses a situation using ‘rules of 
thumb’ to consider only a few key pieces of information.” 
7 This study focuses on “continue/discontinue” decisions for a single course of action versus the comparison of one 
course of action with one or more alternate courses of action. This is in line with much of the extant literature on 
selective information processing, which frequently involves estimation of the attractiveness of a certain product or 
company brand name in isolation versus the estimation of that same product or brand’s attractiveness when 
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types of dominant logic
8
, use of the representativeness heuristic (a “rule of thumb” whereby 
decision-makers assess the similarity of a situation with prior situations) under conditions of 
selective information processing can have a major impact on the persistence of a decision-maker 
in continuing to follow a financially sub-optimal course of action. 
Non-Financial Logic, Representativeness, and Selective Information Processing 
Family firms are social systems which are differentiated from other types of 
organizations precisely due to the influence of a particular type of dominant coalition
9
 (one with 
kinship ties among dominant coalition members) on firm decision-making (Astrachan, Klein, & 
Smyrnios, 2002). Decision-makers in family organizations are often driven by “non-financial 
logic,” a cognitive filter which can lead decision-makers to screen out the financial implications 
of decisions as they focus primarily on information relevant for assessing the success of certain 
non-financial (family) priorities which these decision-makers consider important. The 
representativeness heuristic is a psychological mechanism which allows decision-makers to 
economize the amount of information they consider in their situational assessments by focusing 
on the similarity of certain pieces of situational information to the characteristics of information 
categories in their individual frames of reference (Tversky & Kahneman, 1974). Selective 
information processing refers to the phenomenon in which human beings, when considering 
decision options in isolation, tend to overestimate the attractiveness or likelihood of success for 
the focal option (Houghton & Kardes, 1998; Kardes, 2012). 
                                                                                                                                                                                                    
considered alongside other options (Houghton & Kardes, 1998). However, other research suggests that there may 
be a hyperbolic impact of number of decision options on decision quality, suggesting that three decision options, 
for example, may produce superior decisions than one or ten decision options (Haynes, 2009). 
8
 Surprisingly, the author has found few attempts to identify a taxonomy of different types of dominant logic in the 
extant literature. For some notable exceptions, see Guidice and Mero (2007), Kristensen (1999), Rugman and 
Verbeke (2003), and Woods (2013b). 
9 The term dominant coalition is different than the term dominant logic. The dominant coalition is the group of 
individuals who exercise decision-making control over a business organization. Dominant logic is the set of 
attitudes and beliefs shared by these individuals regarding “what is important” (Prahalad & Bettis, 1986).  
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Use of the representativeness heuristic could lead decision-makers who follow non-
financial logic to escalate commitment to financially unviable courses of action because this 
heuristic tends to focus their attention away from the financial implications of the course of 
action. Small family firm decision-makers, who often have few resources for considering 
decision options in parallel, are further likely to minimize their consideration of financial 
implications if they consider the attractiveness of a course of action in isolation. While these 
tendencies are relatively harmless when pursuit of non-financial goals also produces financially 
viable outcomes, continued pursuit of non-financial goals in financially unviable ways can 
jeopardize these firms’ long-term survival. 
Use of Outside Advice 
 One important moderator which may discourage financial escalation of commitment is 
the use of outside advice. Indeed, Staw and Ross (1987), the founding authors of the stream of 
research on escalation of commitment, suggested theoretically that the use of outside advice may 
discourage escalation. Empirical research by several strategic decision-making scholars 
(Greitemeyer, Schulz-Hardt, & Frey, 2009; Schwenk, 1988; 1990; Schultze, Pfeiffer, & Schulz-
Hardt, 2012; Schulz-Hardt, Thurow-Kröning, & Frey, 2009) also supports this suggestion. Small 
family businesses, however, seldom (Jaskiewicz & Klein, 2007) if ever (Pieper, Klein, & 
Jaskiewicz, 2008) utilize formal outside advisors such as boards of directors. While use of a 
formal board is one of the most common ways that firms utilize outsize advisors, it is not the 
only way in which the leaders of small family businesses can expose themselves to outside 
advice.  Another way they can do this is via their involvement in industry associations. 
 The study of industry associations is a somewhat new and unique contribution to the 
family business governance literature. A search by the author in Google Scholar actually 
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returned just four results for the term “industry association” in Family Business Review. Only 
one of those articles (Hisrich & Cahill, 1995) mentioned industry association involvement as a 
governance concept. The other three mentioned the term as part of their descriptions of sample 
population sources. A title search on all articles in Google Scholar led to a similar dearth of 
results. Since 2011, the author could find just two articles (Qiao, Ju, & Fung, 2014; Yang & You, 
2012) that have addressed industry association usage as a governance construct in the title of the 
article, and both of these discussed industry association involvement as an influence on 
innovation by small businesses. It seems that analysis of industry association involvement as a 
general tool for improving decision-making in small business governance is a topic which begs 
for further exploration. 
Interestingly, Hisrich and Cahill (1995) mentioned industry association usage in the 
context of a study of escalation of commitment behavior in family firms. However, the concept 
was not explored any further, by these or subsequent Family Business Review authors, as a 
potential governance contribution to improving decision-making in family firms. To understand 
the importance of carrying this research forward for increasing scholars’ understanding of the 
drivers of family firm performance, it is useful to briefly discuss existing research on the 
antecedents to escalation of commitment. 
Antecedents of Escalation of Commitment 
As described above, escalation of commitment is a phenomenon whereby decision-
makers increase the investment of resources into a prior course of action which has had negative 
consequences (Staw, 1976). As such, it is not focused on negative financial consequences, but on 
any type of negative consequences. This research pursues a narrower definition of financial 
escalation of commitment, which is the pursuit of a course of action which produces sub-optimal 
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financial performance compared to other firms in one’s peer group. It examines different 
combinations of goals and decision-making methods. These are examined to determine which 
combinations encourage decision-makers to continue to follow a financially sub-optimal course 
of action and which combinations encourage decision-makers to discontinue sub-optimal courses 
of action in favor of more profitable ones. 
Researchers have studied a variety of antecedents to escalation of commitment. A useful 
way of categorizing these antecedents was recently proposed by Sleesman, Conlon, McNamara, 
and Miles (2012). This categorization scheme classifies the antecedents of escalation of 
commitment as (1) project determinants, (2) structural determinants, (3) social determinants, and 
(4) psychological determinants.  Of these four, psychological determinants are of chief interest to 
this study. Psychological determinants “recognize that decision makers engage in cognitive and 
affective processing of information that often leads them to redouble their commitment to failing 
projects, rather than de-escalate” (Sleesman et al., 2012; 544). Psychological determinants are 
arguably the most powerful, empirically established antecedents to escalation (Bragger, Hantula, 
Bragger, Kirnan, & Kutcher, 2003; Conlon & Garland, 1993; Conlon & Parks, 1987; Judge, 
Erez, & Bono, 1998; Schoorman, Mayer, Douglas, & Hetrick, 1994; Schultze et al., 2012; Staw, 
1976)
10
. 
One particular instance where psychological determinants can lead to financial escalation 
of commitment is when decision-makers apply cognitive mechanisms to filter out information 
regarding the financial implications of a course of action when making situational assessments 
(Bateman & Zeithaml, 1989; Schultze et al., 2012). The information which decision-makers 
consider in their situational assessments, such as the value of past results and the likelihood and 
                                                             
10 While project, structural, and social determinants can interact with psychological ones, the four types of 
determinants act independently as antecedents to escalation. Thus, for the sake of theoretical parsimony, this 
research examines only psychological determinants. 
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value of future results, helps them to optimize decision utility (Schoemaker, 1982) – i.e., the 
value or usefulness of the outcomes of a decision. More information about the financial 
implications of a decision tends to give decision-makers a better ability to estimate the overall 
utility of that decision’s outcomes11. If there are clear indications that a prior course of action is 
financially unviable, most decision-makers tend to change to a new course of action (Bragger et 
al., 2003). However, if available information is ambiguous regarding the financial success of a 
prior course of action (e.g., some information is positive and some information is negative), 
many decision-makers tend to focus more on the prospects for success than the prospects for 
failure (Bragger, Bragger, Hantula, & Kirnan, 1998). If there is information indicating that a 
prior course of action is yielding positive financial results, decision-makers are even more likely 
to focus on the prospects for success and ignore the prospects for failure (Moon & Conlon, 
2002).  
The Context of Small Family Firms 
The study of how use of the representativeness heuristic may impact financial escalation 
of commitment under conditions of selective information processing is particularly important for 
academics and practitioners alike. This is because this decision-making situation is likely to 
occur frequently in the world’s most common form of organization – the small family business 
(Astrachan & Shanker, 2003; Family Firm Institute, 2005)
12
. Given their small size, these firms 
tend to lack decision support systems and resources which allow for evaluation of a large and 
                                                             
11
 Up to a point of diminishing returns, beyond which additional information adds no marginal predictive value. 
This point varies based on the time and effort necessary to collect additional information and the value of said 
information. 
12 This paper focuses on small, privately-held family firms (i.e., firms with less than 500 employees which do not 
have stock available for public trading and contain multiple individuals with kinship ties to each other in their 
dominant coalitions). It does not focus on large, publicly-traded family firms. However, the important factors 
considered in this paper are the number of individuals involved in strategic decision-making and, most importantly, 
the way these individuals process information - not ownership structure per se. Theoretically, the propositions in 
this paper should hold true for large, publicly-traded family firms as well if the dominant coalitions of these firms 
are made up of a small number of individuals who lack access to decision support resources. 
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diverse amount of information in a relatively short amount of time (Feltham, Feltham, & Barnett, 
2005). This can force the leaders of these firms, like many entrepreneurs (Carpenter, 
Geletkanycz, & Sanders, 2004; Busenitz & Barney, 1997), to rely heavily on decision-making 
heuristics to quickly sort through a great deal of information, consider the merits of a particular 
decision alternative, and arrive at a timely decision. The use of decision-making heuristics can 
enable quick recognition of opportunities in complex information environments (Bingham & 
Eisenhardt, 2011). This often allows small, entrepreneurial companies to make time-sensitive 
decisions more efficiently than larger, more established companies. However, the use of 
decision-making heuristics can be a “double-edged sword.” It can also lead to filtering of 
information about the financial implications of a course of action, which can encourage financial 
escalation of commitment. 
While decision-makers in smaller, entrepreneurial firms (Busenitz & Barney, 1997) are 
often more dependent on decision-making heuristics than those in larger firms, decision-makers 
in small family firms often employ dominant logic-driven decision-making heuristics which can 
lead to financial escalation of commitment. As mentioned earlier, family firms are social systems 
which are differentiated from other types of organizations due to the influence of a particular 
type of dominant coalition (one with kinship ties among dominant coalition members) on firm 
decision-making (Astrachan et al., 2002). Decision-makers in such organizations are often driven 
by non-financial logic (i.e., a cognitive filter which can lead decision-makers to screen out the 
financial implications of decisions by focusing on information relevant for assessing the success 
of non-financial (family) priorities which these decision-makers consider important). This 
tendency is even more pronounced in small firms, since dominant logic tends to take hold more 
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quickly, and be less challenged, in dominant coalitions composed of fewer members (Amason & 
Sapienza, 2007). 
As outlined above, the focus of this research is to examine different combinations of 
goals and decision-making methods to determine which combinations encourage decision-
makers to continue to follow a financially sub-optimal course of action and which combinations 
encourage decision-makers to discontinue sub-optimal courses of action in favor of more 
profitable ones. Use of the representativeness heuristic by an individual or insular group of 
decision-makers who follow non-financial logic is likely to lead these decision-makers to 
overlook some of the financial implications of their decisions. This bias toward non-financial 
implications is likely to be particularly acute when decision-makers evaluate decision options in 
isolation. Such decision-making bias can lead to varying levels of escalation of commitment to 
financially unviable courses of action in small family businesses. The extent of this escalation 
depends on the degree of non-financial (i.e. family) priorities in the firm’s dominant logic 
(Astrachan et al., 2002) and the extent to which decision-makers employ the representativeness 
heuristic in evaluating decision-making information. 
 
Chapter II – Theoretical Background 
 
According to upper echelons theory (Hambrick & Mason, 1984), one important set of 
influences on firm decision-making and performance are the cognitions of a firm’s top managers 
and the social interactions (Chattopadhyay, Glick, Miller, & Huber, 1999) which occur among 
managers with different educational backgrounds and cognitive abilities. The three antecedents 
examined in this study – dominant logic, decision-making heuristics, and information processing 
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options – are critical determinants of top managers’ cognitions. Information processing options, 
in particular, are also in turn significantly influenced by the social interactions among top 
managers. 
Entrepreneurship cognition
13
 researchers (Carsrud & Brännback, 2009) have recently 
called for the renewed application of theoretical lenses from the fields of psychology and 
behavioral decision-making (Schwenk, 1986) to better explain nuances of competitive 
differentiation among entrepreneurial firms not captured by firm-level strategy theories. This call 
is in line with the observations of strategy scholars who have suggested over the years (Lyles & 
Schwenk, 1992; Powell, Lovallo, & Fox, 2011) that firm-level strategic phenomena have 
important causal roots in the cognitions of individual members of a firm’s upper echelon of top 
managers (Hambrick & Mason, 1984; Schwenk, 1995). Strategy theory currently explains 
heterogeneity in the performance of business organizations in terms of “Bainian market power 
protected by monopoly barriers, Penrosian resource advantages protected by factor scarcity, and 
Schumpeterian innovation driven by entrepreneurship and technology” (Powell et al., 2011; 
1370). Renewed application of psychological theories is necessary to address the important role 
of human decision-makers (Helfat & Peteraf, 2015) in explaining heterogeneity in firm 
performance. 
Such application can help strategy researchers to address breakdowns in executive 
decision-making, such as those evidenced in Ford Motor Company’s decision to resist making 
changes to the Model T in the 1920’s or Mars’ Corporation’s decision to decline a product 
                                                             
13
 This research will employ the term “entrepreneurship cognition” in place of the term “entrepreneurial 
cognition.” While “entrepreneurial cognition” is the more common term used to refer to this stream of research, it 
is the opinion of the author and his committee chair that “entrepreneurial” is too often included as an 
adverb/adjective to identify constructs within the field of entrepreneurship research. The focus of the construct as 
examined in this research is the cognition of entrepreneurs when they make decisions, not how cognition can be 
“entrepreneurial.” 
   
 
12 
 
placement offer for M&M’s candy in the movie E.T. (Business Excellence, 2010). Both of these 
decisions resulted in the loss of millions of dollars’ worth of potential revenues, and they were 
both made by executives in companies with a significant overlap between ownership and control. 
Such breakdowns in executive decision-making are not normally predicted by theories of 
monopoly rents, factor scarcity, or entrepreneurial innovation. They also cannot be explained by 
agency-theoretic arguments (Fama & Jensen, 1983; Jensen & Meckling, 1976) about differences in 
self-interest between owners and managers. 
Upper echelons theory (Hambrick & Mason, 1984) shares common roots with an older 
theoretical perspective for describing the role of human decision-makers in business 
organizations known as the strategic management model (Hofer & Schendel, 1978). According 
to this model, decision-makers’ situational assessments influence their strategic choices, which 
in turn influence firm performance. There is a wealth of information which may be important to 
consider in situational assessments. The content domain of the decision and the firm’s available 
resources & capabilities are two such pieces of information. Indicators of the firm’s prior 
performance in accomplishing its’ goals, the level of uncertainty or risk about the decision’s 
likely outcomes, and the value (financial and non-financial) of the potential outcomes of 
different courses of action are three more. Despite the breadth of information which may be 
important to consider in situational assessments, however, information processing by human 
decision-makers is subject to bounded rationality, or limits to the information processing 
capacity of the human brain (Simon, 1957; Weick, Sutcliffe, & Obstfeld, 2005). Human 
decision-making invariably involves information filters (Gigerenzer & Gaissmaier, 2011) which 
impact the breadth and thoroughness of decision-makers’ situational assessments (Prahalad & 
Bettis, 1986; Rajagopalan, Rasheed, & Datta, 1993). Depending on the nature of the situation 
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they are assessing, decision-makers consider some types of information more than other types of 
information. 
Information Processing Theory 
According to information processing theory (Neisser, 1967), human beings are conceived 
of as systems for processing, transforming, reducing, elaborating, storing, recovering, and using 
sensory input information (Bourne, Dominowski, Loftus, & Healy, 1986). They are proposed to 
process information by means of abstract categories (Matthews, Moore, & Fialko, 1999; Rosch, 
1978), which allows them to efficiently perceive, store, and organize information (Cronshaw & 
Lord, 1987; Wadsworth, 1996). Examples of two information processing categories which are 
relevant to this study could be “things that have to do with my family” and “things that have to 
do with my business.” Many pieces of information that a family business decision-maker 
perceives in his or her environment and subsequently records in and recalls from his or her 
working, then long-term, memory can be organized according to these two categories. 
The interrelationship of information in these categories is determined by how human 
beings make attributions about causality (Heider, 1958). Attributions about causality involve the 
extent to which ability (a factor internal to a person or thing which is stable in nature), effort 
(internal, unstable), task difficulty (external, stable), and luck (external, unstable) explain events 
in terms of the relationships between persons and “things” like businesses, products, and 
resources across time (Kelley, 1967, 1972, 1973). Applying these concepts to the aforementioned 
categories, persons and things could belong to the “family” category, the “business” category, 
both, or neither. For example, family members who work in the business might belong to both 
categories. Assets owned by the business likely belong to the business category, assets owned by 
individual family members likely belong to the family category, and assets owned by 
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competitors belong to neither category. One way of relating some of these pieces of information 
causally in a small family accounting firm could be as follows: a family member who has a 
knack for numbers uses a proprietary computer software system owned by the family’s business 
to deliver basic accounting services for local businesses more quickly and easily than competing 
firms. In this case, a high level of ability is assigned to the family member, a high level of ability 
is assigned to the software system, a low level of task difficulty is assigned to the delivery of 
accounting services, and effort and luck are not considered to be important factors. 
Human beings make decisions by evaluating information, based on the categories it 
belongs to and the attributions they assign to it, via three inferential activities. These activities 
are selective encoding, selective comparison, and selective combination (Sternberg, 1986). The 
activities of selective encoding and selective comparison are essentially inductive, whereby 
human beings evaluate information and make attributions about causality. In the selective 
encoding activity, human beings perceive information external to themselves and encode this 
information, together with a set of attributions, into categories in working memory. For example, 
“My son was working hard on tough architectural designs all morning, but now he’s gone from 
the office and I need him to tell me about the client meeting he had last week” might be a 
description of how the founder of a family architectural firm encodes the person (his son) into 
categories (family and business) with a set of attributions (high effort and task difficulty, no 
significance given to ability and luck). In the selective comparison activity, human beings recall 
information from long-term memory, together with a set of attributions, to categories in working 
memory for comparison with the encoded external information. For example, “I know my son 
really loves spending time with his wife. He’s lucky he found her. All of us take the afternoon 
off to spend time with our families sometimes and things always turn out fine” might be a 
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description of how the same family architectural firm founder recalls information from memory 
about the same person from the same category with a slightly different set of attributions (high 
level of luck, no significance given to ability, effort, and task difficulty) and additional relevant 
information (all members of the family who work in the business take time off to spend with 
their families sometimes and everything always turns out fine). 
The activity of selective combination is essentially deductive. Human beings identify 
combinations between the two aforementioned sets of information in working memory 
(environmental information and long-term memory information) and make predictions about the 
future based on these combinations. For example, “My son worked hard this morning and I’m 
sure he’s enjoying the afternoon with his wife. No problem. All of us take the afternoon off to 
spend time with our families sometimes and things always turn out fine. The client meeting 
conversation can wait another day. I’ll just ask him about it tomorrow” might be the prediction 
the family architectural firm founder above makes about the future (that nothing negative will 
happen by not asking his son about the client meeting until tomorrow) based on the information 
he encoded from the environment and recalled from long-term memory for comparison. 
All three of the activities above are referred to as selective because they involve human 
beings selecting information and combinations for evaluation. The external information they 
perceive and encode into working memory, the information they recall from long-term memory 
to working memory for comparison, and the combinations they identify between these two sets 
of information, represent only a subset of the total information which could be encoded and 
recalled and the total potential combinations which could be identified. For example, in the 
illustration just described above, the family architectural firm founder encoded one piece of 
information from the “family” category (the son) and one piece of information from the 
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“business” category (the architectural designs) from the external environment. He also encoded 
one piece of information from an additional category which could be entitled “customers” (the 
client meeting). He assigned effort and task difficulty attributions to this information. He recalled 
two pieces of information from long-term memory from the “family” category (his son’s love for 
his wife and the fact that many members of the family take the afternoon off) and assigned a luck 
attribution to this information. He then combined the two sets of information he had in working 
memory to decide that his son would enjoy the afternoon and that the conversation about the 
client meeting could wait until tomorrow. Information from other potential categories, such as 
“competitors,” was not considered in the founder’s encoding of external information and recall 
of long-term memory information for comparison. Similarly, no attributions were made about 
ability. The family architectural firm founder combined this information to arrive at the 
conclusion that his son would enjoy the afternoon and that the client meeting conversation could 
wait until tomorrow. If the founder had considered different categorical information with 
different attributions, however, he might have decided “my son doesn’t understand how 
relentless our competitors are…I’m going to call him and have him come back in so that we can 
talk about the client meeting right away. I need to follow up with them tonight so that they don’t 
have time to consider the competitors’ offer.” 
Human beings are prone to cognitive biases in their decision-making depending on the 
information they selectively process. Individuals vary in the extent to which they encode from 
the environment and recall from long-term memory multi-causal information (i.e., causal 
attributions about ability, effort, task difficulty, and luck from many different categories) versus 
uni-causal information (i.e., only some of these four types of attributions from a relative handful 
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of categories)
14
. The presence of multi-causal versus uni-causal information in working memory 
impacts the accuracy and viability of the deductive predictions individuals make based on the 
representativeness, or resemblance, of environmental information to long-term memory 
information (Downing, Sternberg, & Ross, 1985). The less multi-causal attributional information 
human decision-makers encode and recall into working memory, the more likely their 
predictions about the future are to be incorrect (Shaver, p. 219, in Carsrud & Brännback, 2009; 
Kardes, Posavac, & Cronley, 2004). For example, in the family architectural firm illustration 
above, the founder determined the environmental information to be similar to the information he 
recalled from memory. If he had encoded and/or recalled information from more categories, with 
more different types of attributions, the two sets of information may not have been as similar, 
leading to a different decision. 
Each individual human being assigns information to categories, and causal attributions to 
pieces of information, differently based on a host of factors. One factor which is particularly 
important is the direction in which individuals focus their attention. In the family accounting 
firm example mentioned at the beginning of this section, someone who values intelligence and 
technology and is a member of the family which owns the business in question might organize 
the above information into categories and attributions in the way described. Someone who values 
effort and luck and works for a competing accounting firm, however, might organize the 
information in the family accounting firm example quite differently: “The manager of the 
accounting firm across town is fortunate that his father worked hard to build their business and 
customer base – that makes my job a lot harder than his.” In this case, the person and assets in 
                                                             
14 This research conceives of multi-causal information versus uni-causal information as a continuum, rather than as 
a dichotomous difference. The more individuals consider each of these four types of causal attributions and the 
more different categories they consider, the more they are considering “multi-causal” information. Uni-causal 
does not signify the consideration of just one type of causal attribution or just one category, but rather the lack of 
consideration of one or more types of causal attribution and relatively fewer categories. 
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question belong to a different category and the attributions are different due to the different 
attention focus of the individual processing the information. Given how much individuals’ 
attention influences the information they consider when making decisions, it is helpful to refer to 
a theory which explains how business decision-makers focus their attention – the Attention-
Based View of the Firm (Ocasio, 1997). 
The Attention-Based View of the Firm 
Theorists have recently suggested that human decision-makers often fail to see, seek, use, 
or share important and relevant multi-causal information (Chugh & Bazerman, 2007) because 
their awareness is bounded by how they focus their attention. One theory which deals with how 
decision-makers focus their attention is the attention-based view of the firm (Ocasio, 1997). 
According to this theory, decision-makers’ actions depend upon what they consider to be 
important, the nature of the decision-making information available to them, and the way that 
their firms’ structures distribute decision-makers and resources15. Due to their bounded 
rationality (Simon, 1957), human decision-makers define, or “enact,” the bounds of their 
decision-making environment (Weick et al., 2005) by focusing only on certain issues and 
answers. 
Building off of on the attention-based view of the firm, the present research theorizes that 
there are three main determinants of how decision-makers focus their attention. First, they focus 
their attention based on their values and interests regarding what issues and answers they believe 
to be important – in other words, based on their dominant logic (Prahalad & Bettis, 1986). 
                                                             
15
 Ocasio’s (1997) theoretical framework actually involves 11 different propositions. The full theoretical framework 
involves considerable additional detail with respect to the environmental, organizational, and social structures 
which influence decision-makers’ attention focus and concomitant information filtering. For the sake of theoretical 
parsimony, this research has summarized the spirit of these 11 propositions into three overarching concepts. This 
is particularly appropriate in the small, family firm context, since many of Ocasio’s original propositions involve 
concepts relevant to larger organizations. 
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Second, they focus their attention based on the environmental stimuli available to them and the 
long-term memory accessible to them (Downing et al., 1985; Kardes et al., 2004; Weber & 
Johnson, 2009). Finally, they focus their attention based on the extent to which they consult with 
other individuals internal and external to the firm (Hillman & Dalziel, 2003) for advice and 
counsel (Pfeffer & Salancik, 1978). 
These three determinants suggest that decision-makers who follow non-financial logic 
(i.e., who tend to ignore the financial implications of decisions in favor of information relevant 
for assessing the success of non-financial priorities) will tend to encode and recall information in 
non-financial categories, and will tend to assign causal attributions based on their non-financial 
values & beliefs, more so than they will consider financial categories and attributions. These 
determinants also suggest that consideration of whether or not to continue with a previous course 
of action, when the merits of that course of action are not compared with the merits of other 
potential courses of action (i.e., selective information processing), exposes decision-makers to 
less multi-causal information (Bragger et al., 1998). Finally, these determinants suggest that 
interaction with other individuals, such as that which comes from involvement in industry 
associations, will increase the amount of multi-causal information decision-makers consider. The 
implications of these three predictions are that comparative information processing and 
involvement with industry associations should improve the accuracy of decisions made based on 
representativeness heuristic use. This is because these two factors increase the amount of multi-
causal information considered and will prompt decision-makers to notice the dissimilarity of the 
set of causal factors in the environmental information that they compare with the set of causal 
factors information from long-term memory. 
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Table 1 below presents a useful comparison of information processing theory and the 
attention-based view of the firm. As outlined in the table, these two theoretical perspectives 
focus on similar issues at different levels of analysis. Information processing theory focuses on 
cognitive processes at work in the minds of individual decision-makers, while the attention-
based view of the firm focuses on cognitive information filters at work in the organizational 
environment in which these individuals make decisions. Together, these theoretical perspectives 
offer a number of useful predictions regarding the causal paths by which available and accessible 
information in different types of small family firms gets processed by individual decision-makers 
in these firms. They also offer detailed predictions regarding how dominant logic, decision-
making heuristics, comparative information processing, involvement with industry associations, 
and firm size should be expected to impact financial escalation of commitment in these firms. 
 
---------------------------------- 
INSERT TABLE 1 HERE 
---------------------------------- 
 
Chapter III – Literature Review 
 
 This study draws on several different streams of research. It is positioned within the 
broad scholarly communities of strategic management in general and family business in 
particular. It builds upon important earlier work in the behavioral strategy and entrepreneurship 
cognition sub-segments of each of these fields. These sub-segments of strategic management and 
family business apply psychological concepts to the study of human decision-makers in different 
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types of business organizations. The present study examines general theoretical concepts from 
the fields of family business, behavioral strategy, and entrepreneurship cognition. It also 
examines specific theoretical constructs from the specialized topic areas of dominant logic, 
decision-making heuristics, selective information processing, use of outside advisors, and 
escalation of commitment. Below I discuss some of the prior work in each of these fields to place 
my research in the appropriate context. 
Family Business 
Family firms (i.e., firms owned and/or managed by multiple members of the same family) 
are a unique type of organization, but it is useful to position the study of such firms in the 
broader context of all types of business organizations. The complete landscape of business 
organizations includes firms of varying ages and ownership structures. Particularly useful for the 
present discussion are two differences in firm ages and ownership structures: new firms versus 
existing firms and privately-owned firms versus publicly-traded firms. The phenomenon of new 
firm creation is studied by scholars in the field of entrepreneurship, and the present research 
draws at times on useful literature from this field to explain the decision-making environment 
faced by the leaders of small family firms. New firms are often created by multiple members of 
the same family, but not all family firms are new. In fact, some scholars only classify family 
firms as such after the ownership and/or management of said firm has been passed down from 
one family generation to another (Heck & Scannell, 1999). Thus, many (or even most) family 
firms are not new. 
Firms which are both owned and managed by the same individuals (i.e., privately-owned 
firms), as opposed to firms which are owned by one set of individuals and managed by a 
different set of individuals (i.e., publicly-owned firms), represent a unique type of decision-
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making environment. Privately-owned firms with an overlap of ownership and control have 
different types of top management teams, with different cognitions, than publicly-owned firms 
with a separation of ownership and control (Fama & Jensen, 1983; Jensen & Meckling, 1976). In 
particular, such firms tend to have smaller numbers of upper echelon managers. These managers 
also tend to have greater psychological attachments to their businesses due to the fact that they 
are both owners and managers of the firm. Having a smaller number of upper echelon managers 
constricts the firm’s available resources for decision-making, encouraging heavier use of 
heuristics and more frequent evaluation of decision options in isolation. Having a smaller 
management team can also lead to a stronger influence of dominant logic on individual decision-
makers’ frames of reference (Amason & Sapienza, 2007), which in turn constricts the amount 
and types of information decision-makers in smaller management teams encode and recall. 
Having a greater psychological attachment to the business can encourage decision-makers to 
focus their attention on categorical information about persons and entities inside the business and 
less categorical information about persons and entities external to the firm. It can also lead 
decision-makers to make more causal attributions about to effort and ability. People and things in 
the business can exercise more influence through these factors than through task difficulty or 
luck, which are external causal factors beyond the causal sway of people and things in the 
business. This can lead to uni-causal sets of environmental and long-term memory information 
compared in heuristic decision-making, which lead to inaccurate conclusions and a greater 
tendency to escalate commitment. 
As mentioned earlier, new firms are often owned and managed by multiple people with 
kinship ties to firm’s founder (Michael-Tsabari, Labaki, & Zachary, 2014). While some of these 
firms eventually bring in other owners and managers from outside the kinship group of the 
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founder, most new privately held firms are handed down from one generation of a family to the 
next generation of that family. Indeed, such firms (family businesses) are the world’s most 
common form of organization, accounting for up to 60% of GDP in countries such as the USA 
(Astrachan & Shanker, 2003). The vast majority of these family businesses are relatively small in 
size, and nearly all of them follow a mixed set of both financial and non-financial goals (Gómez-
Mejia et al., 2007). Below I will discuss the small size and mixed financial/non-financial goals of 
family businesses in more detail. 
Smallness 
While decision-makers in all types of organizations rely on heuristics, the leaders of 
small family businesses tend to rely heavily on decision-making heuristics due to the relative 
lack of decision support systems and resources (Feltham et al., 2005) in such firms. Decision-
makers in small firms often employ heuristics to quickly react to critical problems or 
opportunities (Frese, Van Gelderen, & Ombach, 2000), rather than proactively applying the more 
formal (Dimitratos, Thanos, & Petrou, 2011), bureaucratic, or politically complex decision-
making processes which often characterize larger organizations (Shrivastava & Grant, 1985). 
Decision-making in larger organizations, while still subject to heuristic use by individuals, tends 
to be characterized by more comprehensiveness (Fredrickson & Iaquinto, 1989), more complex 
information flows (Fahey, 1981), more analysis, and more interaction among multiple decision-
makers (Miller, Droge, & Toulouse, 1988). While such decision-making processes can impede 
firms from making efficient, time-sensitive decisions, they can be beneficial for uncovering 
information which may discourage decision-makers from escalating commitment to a financially 
suboptimal course of action. 
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Small family businesses are often led by a founder or a small group of individuals, with 
long tenures
16
 (Gersick, Davis, Hampton, & Lansberg, 1997), who are responsible for making all 
strategic decisions (Kelly, Athanassiou, & Crittenden, 2000). Such dependence on a small 
number of decision-makers tends to diminish the evaluation of information via debate 
(Kellermanns & Eddleston, 2004) and sharing of concerns (Zahra, Hayton, & Salvato, 2004), 
forms of evaluation that tend to surface more mulit-causal information. While decision-makers in 
small family firms may informally discuss business matters with accountants, bankers, or 
friends, they consult formally with outside board members or advisors in their situational 
assessments infrequently (Jaskiewicz & Klein, 2007) if at all (Pieper et al., 2008). This means 
that these decision-makers often do not have access to this critical resource for information 
(Zhang, 2010) and decision-making advice (Voordeckers, Van Gils, & Van den Heuvel, 2007) 
often employed by larger firms. 
The situations that small business decision-makers face, however, are not necessarily any 
less complex. They often involve just as much relevant information as the situations faced by 
larger organizations (Von Gelderen, Frese, & Thurik, 2000). However, small family business 
decision-makers often rely more heavily than decision-makers in larger organizations on non-
financial logic-driven information filters and decision-making heuristics (Bingham & Eisenhardt, 
2011; Busenitz & Barney, 1997) while considering decision-options in isolation. This research 
proposes that adherence to such dominant logic, use of such decision-making heuristics, and 
consideration of such isolated decision-options leads small business decision-makers to evaluate 
                                                             
16 Their long tenures also lead many small, family business leaders to focus on a longer term firm performance 
horizon. A longer-term firm performance horizon can impact the trade-offs family firm managers are willing to 
make between financial and non-financial goals. Given the fact that the focus of the current paragraph is the 
inclusion of others in the decision-making process, not firm performance horizons, the impact of longer-term firm 
performance horizons will be examined more below. 
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less multi-causal information than decision-makers in larger organizations. This can encourage 
escalation of commitment to financially unviable courses of action. 
Mixed Pursuit of Financial & Non-Financial Goals alongside Each Other 
Family firms are organizations which exist at the intersection of two social systems – the 
family and the business (McCollom, 1994). Given this intersection, they tend to pursue both non-
financial (family) and financial (business) goals
17
. This creates a particular set of psychological 
and social factors which impact the cognitions of these firms’ top managers. While the non-
financial importance of cohesiveness and clan-like attributes such as social pressure (Carr & 
Sequeira, 2007), groupthink (Ensley & Pearson, 2005), and conformism (Gatfield & Youseff, 
2001) exercise an important influence on strategic decision-making in family firms, this study is 
focused on the psychological implications of these firms’ mixed sets of goals. In particular, it 
focuses on how the desire to prioritize non-financial goals alongside financial ones can create 
cognitive filters on the information these firms’ top managers consider when making decisions. 
The pursuit of non-financial goals alongside financial goals can lead to confusion about 
which goals should take priority when they conflict with each other. Family businesses’ non-
financial goals can concern such things as the employment and compensation of family 
members, maintenance of managerial or operational involvement, preservation of trans-
generational ownership, maintenance of tradition, maintenance of product quality, protection of 
firm and family reputation, the pursuit of pet projects, retention of key assets, and the avoidance 
of conflict among family members over the business. A good example of how pursuit of these 
                                                             
17
 While some family goals, such as employment of family members, also produce financial benefits such as income 
substitution for wages these family members might earn as employees in another company, there are some family 
goals, such as pursuit of “pet projects” or maintenance of managerial control, which are largely non-financial in 
nature. And in any case, the income substitution provided by employing family members may be less than what 
these individuals could earn if they worked as employees elsewhere…the difference being a trade-off made in 
order to achieve the non-financial goal of spending time with family members working together. 
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non-financial goals alongside financial goals can lead to confusion is the case of many family 
firms’ commitment to employing family members. Small family business decision-makers often 
employ family members regardless of qualifications due to feelings of altruism (Schulze, 
Lubatkin, & Dino, 2003). These feelings of altruism can cause decision-makers to encode and 
recall categorical information about how to maximize family happiness and make overly-
optimistic causal attributions regarding family members’ ability and effort. Such focus can turn 
these decision-makers’ attention away from categorical information and attributions regarding 
non-family members with potentially higher ability and effort as potential employees. If such 
goals take priority of financial goals, they may lead family firm decision-makers to filter out 
consideration of information about resources and processes external to the company. Decisions 
about whether to continue to employ family members that do not consider non-family members’ 
ability and effort may lead family firm decision-makers to incorrectly assess the financial 
efficacy of their human resources. 
Given the notable differences which variation in goal priorities and cognitive information 
filters have on decision-making in small, family firms, it is useful to examine these strategic 
goals and cognitions in somewhat greater depth. This brings us to an examination of some of the 
work done by behavioral strategy and entrepreneurship cognition scholars. 
Behavioral Strategy & Entrepreneurship Cognition 
As outlined above, small family firms are a particularly interesting environment for 
studying the heterogeneity in competitive advantage across firms due to the unique constraints 
which such firms place on the cognitions of decision-makers. Decision-makers’ cognitions are a 
key resource which contributes to firm-level competitive advantage. As such, cognitions have 
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become the focus of study by strategic management scholars (behavioral strategy) in general and 
entrepreneurship researchers (entrepreneurship cognition) in particular. 
Behavioral strategists acknowledge that while there are a number of structural, 
organizational, and social factors which lead decision-makers to filter the information they 
consider in their situational assessments, some of the most important filters on information 
considered by decision-makers are the psychological mechanisms at work inside their own minds 
(Powell, Lovallo, & Fox, 2011). Cognitive psychological mechanisms filter the information 
considered in decision-making by focusing decision-makers’ attention on particular pieces of 
information in their external search and memory recall activities. Attention impacts the 
information decision makers perceive, both in the initial assessment of a situation as well as in 
accumulation of supporting evidence for making a choice (Weber & Johnson, 2009). Attention is 
known to influence problem identification (Starbuck and Milliken, 1988), problem solving 
(Newell & Simon, 1972), resource allocation (Ansoff, 1965), and strategic issue diagnosis 
(Dutton, Fahey, & Narayanan, 1983). The present research focuses on how particular elements of 
cognition impact decision-making activities in small family firms, an organizational context 
which has been under-researched by behavioral strategy scholars. This lack of research is 
problematic, since the prioritization of non-financial goals in such firms can lead to information 
filtering which produces financially sub-optimal outcomes. 
Entrepreneurship cognition researchers focus on the particular cognitive processes which 
impact the owners and managers of new, privately-owned firms. Many family firms are not new. 
However, the work of entrepreneurship cognition scholars is still relevant for understanding the 
cognitive processes which impact family firm decision-makers. Family firm decision-makers, 
like the leaders of many entrepreneurial firms, are also concurrently both the owners and the 
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managers of their respective firms. Three particular cognitive processes of interest to 
entrepreneurship cognition scholars are the use of heuristic-based logic (e.g., Baron, 1998; 
Busenitz & Barney, 1997; Simon, Houghton, & Aquino, 2000), perceptual processes/ 
entrepreneurial alertness (e.g., Gaglio & Katz, 2001; Kirzner, 1979, 1985), and the 
entrepreneurial information processing-based expertise approach (e.g., Gustavsson, 2004; 
Mitchell, 1994; Mitchell, Smith, Seawright, & Morse, 2000; Mitchell, Smith, Morse, Seawright, 
Peredo, & McKenzie, 2002). The research on each of these three processes suggests that 
particular information filters are critical for understanding heterogeneity in the competitive 
advantage which some entrepreneurs (or family business owners) create over others. While prior 
research has identified information filters as critical to understanding competitive heterogeneity, 
relatively little work has been done examining the impact of specific information filters in 
specific decision-making environments. The impact of specific information filters in specific 
decision-making environments is important to study, however. In certain decision-making 
environments (such as small family firms), information filters which impede analysis of the 
financial implications of decisions have a higher potential for negative financial impact than in 
other decision-making environments. This study analyzes how specific information filters make 
some small family business decision-makers more likely to continue following financially sub-
optimal courses of action while making others more likely to abandon such courses of action. 
Dominant Logic 
Behavioral strategy and entrepreneurship cognition research has been conducted at 
various levels of analysis (individual, group, and organization). At the individual level, 
theoreticians have tried to explain how top managers’ cognitive structures and processes 
influence individual strategic choices, while group-level analyses have tended to focus on how 
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socially shared attitudes and priorities among upper echelons/top management teams impact firm 
strategic decisions (Narayanan, Zane, & Kemmerer, 2011). At the organizational level, scholars 
have portrayed firm strategic activities in cognitive terms to explain performance (Nadkarni & 
Narayanan, 2007). 
Dominant logic has traditionally been studied by strategic management researchers as a 
group-level cognitive structure. It is defined alternately as “the way in which managers 
conceptualize the business and make critical resource allocations decisions” (Prahalad & Bettis, 
1986; 490) or as the belief structures or frames of reference (Bettis & Prahalad, 1995) shared by 
a firm’s top managers. Strategy theoreticians suggest that dominant logic is a key information 
filter which allows top managers to overcome their bounded rationality (Powell, 2011) and is one 
of the principal antecedents which explains psychologically-driven firm-level competitive 
behaviors such as escalation of commitment (Reger & Huff, 1993). Nevertheless, traditionally 
the construct has not been heavily examined as an antecedent to financial escalation of 
commitment (Sleesman et al., 2012). Scholars have recently suggested that dominant logic can 
influence escalation behavior in firm dynamic capabilities (Hodgkinson & Healey, 2011; 
Kammerlander, 2013) and resource structuring (Garbuio, King, & Lovallo, 2011), since such 
information filtering can blind decision-makers to either exploration or exploitation depending 
on what their dominant logic identifies as important. Such influences of information filtering on 
strategic decision outcomes suggest that information filtering can also lead to differences in the 
financial performance outcomes of firms which pursue non-financial goals. 
Despite the established link between dominant logic and escalation, little work has been 
done examining the impact of specific types of dominant logic on escalation behavior – 
particularly in the small, family firm context. This study focuses on the impact of a particular 
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type of dominant logic (non-financial logic) on escalation behavior. This is an important gap to 
address, since different types of dominant logic lead decision-makers to widely divergent 
conclusions about the efficacy of an existing course of action. In particular, decision-makers who 
follow non-financial logic (i.e., who tend to ignore the financial implications of decisions in 
favor of information relevant for assessing the success of non-financial priorities) are suggested 
by some scholars (Birley, Ng, & Godfrey, 1999) to be more likely to escalate commitment to a 
financially unviable course of action than decision-makers driven by other types of dominant 
logic. 
While dominant logic has traditionally been studied at the group level of analysis, this 
paper studies dominant logic at the individual level of analysis. At the group level, dominant 
logic is conceived of as a culturally-shared cognitive framework. This is appropriate when 
analyzing firm-level correlations in large firms with many top managers. A culturally-shared 
cognitive framework does not actually “act,” however, at an aggregate level. It acts through 
individual decision-makers, who employ their own personal understanding of the firm’s 
dominant logic when assessing their strategic situations and making decisions for which they are 
personally responsible. In the context of small firms, examination of dominant logic at the 
individual level of analysis is particularly useful. These firms are often led by dominant 
coalitions made up of a single individual or small group of individuals (Gersick et al., 1997). 
Individual-level dominant-logic in such firms is often synonymous with group-level dominant 
logic. Likewise, individual-level strategic decisions in such firms are often synonymous with 
group-level decisions and firm-level strategic actions. 
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Decision-Making Heuristics 
Over the years, strategic management researchers have studied a number of cognitive 
simplification processes known as decision-making heuristics (Schwenk, 1984) which are often 
utilized to quickly compare environmental information with information from long-term 
memory. While information processing biases in general have recently been found to be an 
antecedent to escalation (Schultze et al., 2012), the impact of specific decision-making heuristics 
on financial escalation of commitment has not been widely examined. One decision-making 
heuristic which has been identified as a major cause of potential bias in entrepreneurial decision-
making (Busenitz, 1999; Busenitz & Barney, 1997; Shaver & Scott, 1991), but which has not 
been studied much by escalation of commitment scholars, is Tversky and Kahneman’s (1974) 
decision-making heuristic of representativeness. 
This study examines the impact of the representativeness heuristic on financial escalation 
of commitment. The representativeness heuristic is a psychological mechanism which allows 
decision-makers to economize the amount of information they consider in their situational 
assessments by focusing on the similarity of information from the external environment with 
information recalled from memory. Representativeness is often used by decision-makers to 
assess whether a certain event (for example, a project) belongs to broader category of events (for 
example “successful projects”), and it involves making this assessment based on the similarity of 
the event and the category (for example “does this project look like successful projects from the 
past”). The more similar the decision-maker finds the event and the category to be, the more 
likely the decision-maker is to believe that the event belongs to the category. 
An illustration from the realm of family business is useful for clarifying this cognitive 
mechanism and its’ potential role in encouraging financial escalation of commitment. Family 
   
 
32 
 
business decision-makers often value accord among family members (Sharma, Chrisman, & 
Chua, 2003). If a decision-maker believes that agreement among family members is an important 
hallmark of past successful projects (information recalled from memory), he or she will tend to 
believe the likelihood of success for a new decision characterized by agreement among family 
members (information encoded from the environment) to be high, because the information 
considered from the environment is similar to that recalled from memory. However, such an 
assessment tends to focus on external and long-term memory information about people inside the 
family and attributions about ability and effort while ignoring information about entities inside 
the family, people and entities outside the family, and attributions about task difficulty and luck. 
If family entities, people or entities outside the family, or task difficulty and luck are actually 
important predictors of project success, focus on accord among family members in individuals’ 
dominant can lead decision-makers in family firms overlook important causal factors which are 
predictive of success will not surface this information for comparison. Such factors may have be 
present in past successful projects but absent from the current one, but this dissimilarity will not 
surface in decision-makers’ assessment of similarity. Such a misdiagnosis of similarity can lead 
family business decision-makers to continue with courses of action which are not likely to lead 
to success. 
Entrepreneurs (and small family business owners) sometimes use heuristics to truncate 
information search (Choi, Levesque, & Shepherd, 2008). In effect, this means that they stop 
searching for additional information in the environment and long-term memory after a relatively 
short period of time, which leads to them make decisions based on uni-causal information. 
Representativeness is one such heuristic, and the truncation which it causes has been suggested 
to negatively impact entrepreneurs’ ability to develop knowledge through both vicarious and 
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experiential learning (Holcomb, Ireland, Holmes, & Hitt, 2009). Representativeness has also 
been proposed to contribute to underestimating competition, overestimating demand, and 
overlooking requisite assets (Simon & Houghton, 2002). Finally, representativeness has been 
suggested to lead decision-makers to over-estimate the accuracy of their predictions of the 
consequences of alternatives (Nisbett and Ross, 1980; Hartley, 1976). Given these potential 
impacts of representativeness, it is reasonable to assume that use of this heuristic could also lead 
decision-makers to financially escalate commitment if they only consider environmental and 
long-term memory information about non-financial categories and causal attributions and don’t 
consider financial factors in this assessment. This study focuses on testing this assumption in 
family firms – decision-making environments where the confounding of financial and non-
financial goals can easily focus decision-makers’ attention on the wrong type of information. 
Selective Information Processing and Use of Outside Advice 
Marketing and psychology scholars have, for years, studied the marked differences in 
human decision-making which can occur depending on whether individuals (or groups) consider 
a decision alternative in isolation versus whether they compare multiple decision alternatives 
with each other. When considering decision alternatives in isolation, human beings are prone to a 
“tunnel vision” effect (Kardes, 2012; Posavac et al., 2010), in which they tend to overestimate 
the attractiveness or likelihood of success for the focal alternative (Houghton & Kardes, 1998). 
While this effect has been studied at length outside of the field of strategic management, it is 
only beginning to be applied more rigorously to the study of management decision-making 
(Posavac et al., 2010) and escalation of commitment. Given researchers’ findings that discussion 
of multiple decision alternatives using a “devil’s advocate” process can discourage escalation of 
commitment (Greitemeyer et al., 2009), more rigorous examination of selective information 
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processing as an antecedent to financial escalation of commitment seems warranted. This study 
examines this relationship in small family firms – decision-making environments whose 
smallness and relative lack of resources heavily encourage evaluation of options in isolation. 
The less access decision-makers have to multiple information sources, the more likely 
they are to rely on a limited amount of categorical knowledge to selectively process information 
and evaluate decision options in isolation. While one might imagine that less information would 
lead to more analysis and less reliance on categorical knowledge, empirical research has shown 
the opposite to be the case (Sanbonmatsu, Vanous, Hook, Posavac, & Kardes, 2011). Such 
selective processing of information has been shown to lead decision-makers to favor a focal 
decision option in an evidentially unjustifiable manner, leading to consequences such as 
unwarranted enthusiasm for new product launches (Posavac et al., 2010). It has also been shown 
to lead to market share overestimation and non-complementary market share estimates – i.e., 
market shares which sum to more than 100% (Houghton & Kardes, 1998). A good example of 
this tendency toward overestimation of demand is the prioritization of pet projects that is 
common in many small family businesses. When pursuit of pet projects is a major priority for 
small family business decision-makers, they tend to encode and recall uni-causal information 
into categories relevant to the project, such as project personnel, project resources, and project 
customers. They also tend to assign causal attributions to the ability and effort of project 
personnel and resources and causal attributions to the task difficulty of the project itself. This 
leads them to filter out categorical information about other projects and to neglect causal 
attributions regarding luck. If alternate projects have lower levels of task difficulty, lower levels 
of requisite ability and effort, or more demand from customers, these other project might produce 
superior financial results. If there are macroeconomic or demographic factors which change, 
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these also might spell “bad luck” for the pet project and lead to poor financial performance. 
Absence of such multi-causal information can decrease the likelihood that decision-makers 
notice differences in the causal information they compare from the external environment and 
memory, leading to financial escalation of commitment in their decisions. 
This tendency is particularly acute when decision-makers feel responsibility or a personal 
psychological stake of some kind for a focal decision option. Psychological attachment to focal 
decision options is common in family firms (Abdel-Maksoud, Dugdale, & Luther, 2005). 
Decision-makers with such a psychological stake do not evaluate information about the focal 
option in a balanced manner. Instead, they display a preference for information supporting their 
existing preferences with respect to the focal decision option (Clarkson, Tormala, & Rucker, 
2008; Kerschreiter, Schulz-Hardt, Mojzisch, & Frey, 2008). This study examines the extent to 
which evaluation of a focal decision option in isolation encourages consideration of less causal 
information, leading decision-makers in small family firms to fixate on and escalate commitment 
to financially sub-optimal courses of action. 
Scholars have found that having sufficient time and resources to process large quantities 
of information (less often the case in small firms) is a key determinant of whether or not 
decision-makers engage in selective versus comparative information processing (Kardes, 2012). 
They have also found that diversity of views on objectives, competitive methods, and values are 
positively related to firm performance (Enz & Schwenk, 1991). One way in which many 
companies access additional resources for processing of information, and include a diversity of 
views in decision-making, is by involving multiple individuals – particularly outside advisors – 
in the decision-making process (Woods, Dalziel, & Barton, 2012). Involvement of multiple 
individuals in the decision-making process, through processes such as a “devil’s advocate” 
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approach (which discourages selective information processing by questioning the assumptions of 
certain course of action), has been shown to produce more effective decisions than reliance on 
individual experts’ advice (Barton, 2010; Schwenk, 1990). Such discouragement of selective 
information processing through questioning of assumptions has also been linked to lower 
tendencies of decision makers to escalate commitment to failing or sub-optimal courses of action 
(Greitemeyer et al., 2009; Schwenk, 1988). 
Family firms – even larger ones – often do not involve outsiders in decision-making 
(Pieper, Klein, & Jaskiewicz, 2008) and thus may not employ decision-making approaches 
which could otherwise discourage selective information processing. This study examines 
whether selective information processing by itself, regardless of decision-making approach, can 
lead decision-makers to escalate commitment in family firms. It also examines the effect 
consultation with outsiders, via membership and participation in industry associations, may have 
on the antecedents which lead to financial escalation of commitment. 
Escalation of Commitment 
The study of the psychological determinants of escalation has focused to date on several 
different core phenomena, including self-justification (Staw, 1976), information framing biases 
(Schoorman et al., 1994), and the tendency of project completion to become a goal in itself 
(Conlon & Garland, 1993). Other phenomena studied by researchers include expertise (Bragger 
et al., 2003), self-efficacy (Judge et al., 1998), mental budgeting of money and time (Heath, 
1995), and cognitive dissonance (Bazerman, Giuliano, & Appleman, 1984). Cognitive 
simplification processes in general have been suggested to encourage escalation of commitment 
(Duhaime & Schwenk, 1985). However, specific cognitive simplification processes, such as the 
representativeness heuristic, have not been studied as antecedents to escalation. The values and 
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preferences of a firm’s decision-makers regarding what is important (i.e., their dominant logic), 
which is known to be a major determinant of the use of cognitive simplification processes, have 
also not been examined as an antecedents to escalation. As mentioned earlier, however, the 
impact of specific information filters such as non-financial logic is important to study. 
Consideration of the financial implications of decisions has a higher importance for ensuring 
financial viability and optimal profits in some decision-making environments than in other ones. 
This study addresses the aforementioned gap by examining non-financial dominant logic and use 
of the representativeness heuristic as antecedents to financial escalation of commitment in small 
family firms. Family firms are decision-making environments where non-financial dominant 
logic often exercises a significant influence on decision-making. Decision-makers in small 
family firms also rely heavily upon heuristics due to a dearth of resources for analyzing 
information when making decisions. 
Some authors have suggested that escalation of commitment is a mediator in human 
reasoning processes (Sternberg, 1986). It is proposed to be a “frame” that leads decision-makers 
(entrepreneurs in particular) to filter out, and fail to consider in their reasoning, information 
which they see as unrelated to a prior course of action (Shaver & Scott, 1991). Information 
framing or filtering can lead decision-makers to examine less information and neglect to 
compare attractive and unattractive decision attributes with each other when making a “yes/no” 
decision about continuing with an existing course of action (Lee, Herr, Kardes, & Kim, 1999). 
This leads them overlook gaps in the information they assess in their reasoning about the 
likelihood of future success for the course of action. Such oversights can cause decision-makers 
to miss the opportunity to use these gaps as a basis for strategy revision (Staw, 1981; Staw and 
Ross, 1978; Fox and Staw, 1979; Duhaime, 1981). For the current research, it is the opposite 
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relationship to that hypothesized by previous theorists that is of interest. It is proposed here that 
information filtering leads to financial escalation of commitment, not vice-versa. In other words, 
this research conceives of financial escalation of commitment as a decision and subsequent 
performance outcome, not an information processing frame. 
 
Chapter IV – Hypotheses 
 
Non-Financial Logic 
The attention-based view of the firm suggests that attention-focusing mechanisms such as 
dominant logic are major factors which explain the competitive behaviors and ultimate 
performance heterogeneity between firms (Ocasio, 1997). Stated differently, the cognitions of 
business decision makers, as bounded by the dominant logic they employ, are a key resource 
which impacts the competitive performance of firms (Barney, 1991; Reger & Huff, 1993). While 
bounded rationality leads decision-makers in all small firms to filter the information they 
consider in making situational assessments, the nature of what information gets filtered depends 
on the dominant logic of the firm (Prahalad & Bettis, 1986). In the case of small family firms, 
this information filtering can lead to either greater or lesser levels of competitive financial 
performance depending on how closely the firm’s non-financial priorities are correlated with 
financial success. The availability of decision-making information, as well as the correlation of 
firm non-financial priorities with financial success, can vary with the size, age, and industry of a 
family firm (Zahra, Kirri, & Yu, 2005). For example, smaller and younger firms tend to use 
family members as free or cheap labor more often than larger and older firms, which may retain 
family members for reasons of tradition or family loyalty (Griffeth, Allen, & Barrett, 2006. 
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However, variance in the devotion of a firm’s decision-makers to non-financial priorities is likely 
to lead decision-makers to make strategic decisions which result in varied levels of financial 
performance. 
If a firm’s dominant logic causes decision-makers to filter information about the financial 
shortcomings of a prior course of action, it can encourage financial escalation of commitment. 
One situation where this type of filtering is likely to occur is in firms whose dominant coalitions 
employ non-financial logic. According to non-financial logic, the non-financial priorities of key 
dominant coalition members are of primary importance, regardless of their financial 
implications. This is often the case in family firms, where priorities such as support of an 
unprofitable product/service because of the family firm’s traditional leadership in a certain 
market niche, or compensation of family members based on considerations other than merit, are 
common. Family firms exist at the intersection of business and family systems (McCollom, 
1994), and they are often committed to the pursuit non-financial goals as much, if not more, than 
they are committed to the pursuit of financial goals (Astrachan & Jaskiewicz, 2008; Gómez-
Mejia, et al., 2007). This often generates a culturally-shared dominant logic which focuses on 
attentiveness to the unique non-financial priorities of key family decision-makers. The extent to 
which non-financial priorities are valued and pursued may not reflect the extent to which the 
firm is achieving or not achieving its financial objectives. In fact, focus on non-financial 
priorities may lead decision-makers to escalate commitment to courses of action which do not 
achieve, or even conflict with, the firm’s financial goals. 
Family business decision-makers who follow non-financial logic often selectively encode 
and recall information about products or services their firms have traditionally excelled with, to 
the exclusion of information about new products or services, when making exploration versus 
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exploitation decisions (Hodgkinson & Healy, 2011). Psychological attachment to traditional 
products or services is particularly strong in small family firms due to family structure and 
community culture (Ozlap, Horwitz, & Malerba, 2014; Sharma & Manikutty, 2005; Winn, 
2005). This can encourage decision-makers to engage in information framing (Schoorman et al., 
1994) and rely heavily on certain types of expertise, such as predictability based on tradition 
(Clarkson, Janiszewski, & Cinello, 2013), in assessing their situations (Bragger et al., 2003). 
This creates a gap in the information decision-makers consider because they neglect to compare 
the attractive and unattractive attributes of traditional products or services with new products or 
services (Lee et al., 1999). If assessed, such gaps in the information decision-makers consider 
about the efficacy of traditional products or services for achieving the firm’s financial goals 
could surface negative information about the revenue limitations or cost liabilities of continued 
pursuit of such products or services. This might prompt a change in courses of action away from 
exploitation toward exploration. 
Family business decision-makers who follow non-financial logic also often selectively 
encode and recall information about family members’ welfare, rather than their abilities and 
effort, when making decisions about compensation. This can encourage self-justification (Staw, 
1976) in decision-makers. Family business decision-makers often compensate family members 
who work in the business based on the lifestyle they want for these family members rather than 
their market value (Schulze, Lubatkin, & Dino, 2003). This can cause family firm decision-
makers to increasingly feel pressure to justify initial employment of these family members by 
keeping them for long tenures at inflated salaries, which can have a long-term negative impact on 
financial performance (Jaskiewicz, Uhlenbruck, Balkin, & Reay, 2013). 
Given the above reasoning, I hypothesize the following relationship in Figure 1: 
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Hypothesis 1.a.
18
: Decision-makers in family firms who adhere to higher levels of 
non-financial logic are more likely to escalate commitment to financially sub-
optimal courses of action. 
 
As mentioned earlier, firm size is an important moderator of the relationship between 
non-financial logic and financial escalation of commitment. Adherence to non-financial logic can 
be more pronounced in small firms, since dominant logic tends to take hold more quickly, and be 
less challenged, in dominant coalitions composed of fewer members (Amason & Sapienza, 
2007). Firm size also impacts economies of scale and scope, among other factors, which often 
give larger firms profit margin advantages over smaller firms. Finally, larger firms tend to have 
more financial resources available for investment in growth (Beck, Demirgüç-Kunt, & 
Maksimovic, 2005), giving them an advantage in achieving more aggressive revenue growth 
than smaller firms. Given this reasoning, I hypothesize the following relationship: 
 
Hypothesis 1.b.: The positive relationship between non-financial logic and 
financial escalation of commitment will be more pronounced in smaller family 
firms as compared to larger family firms. 
 
  
                                                             
18
 While the term “adhering to” higher levels of non-financial logic (versus simply stating that non-financial logic 
will be positively associated with financial escalation of commitment) introduces some level of theoretical 
ambiguity regarding the agency and actions of decision-makers, this research is focused on the decision-making 
ACTIONS of individuals, not on passive correlations. Therefore, the author has decided to utilize the term 
“adhering to” throughout the hypotheses to maintain focus on the centrality of the active role played by the 
decision-maker. 
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---------------------------------- 
INSERT FIGURE 1 HERE 
---------------------------------- 
 
Use of the Representativeness Heuristic 
As described in the literature review section above, the representativeness heuristic is a 
psychological mechanism which allows decision-makers to economize the amount of 
information they consider in their situational assessments by focusing on the similarity of certain 
pieces of situational information in their environment to the characteristics of information they 
recall from long-term memory. Representativeness is often an effective heuristic for decision-
making because in many situations, similarity is indeed highly correlated with cognitive category 
membership (Gigerenzer & Gaissmaier, 2011). However, the representativeness heuristic has its 
limitations. In particular, it is insensitive to base rate frequency (i.e., the prior probability of 
something occurring). It also tends to overly favor positive descriptions, ignore the tendency 
toward mean regression (i.e., the higher likelihood of “middling” results than extreme ones), and 
overly favor redundant predictor information (Tversky & Kahneman, 1974). Each of these 
limitations can lead to inaccurate conclusions which may encourage escalation. 
Representativeness can lead to inaccurate conclusions because it is insensitive to the prior 
probability of something occurring (Tversky & Kahneman, 1974). Decision-makers tend to 
expect that a particular project will be successful, for example, based on just a few key indicators 
(Bayster & Ford, 1997), such as smooth-running internal processes or hands-on inspection of 
products before they are shipped to customers. Project success, however, can be caused by a 
number of factors besides the project itself. Many of these causes, such as the need for the 
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product or service in the marketplace, occur with much greater frequency than the specific 
activities associated with the firm’s project. However, given human beings’ tendency to become 
habituated to information over time (Clarkson, Janiszewski, & Cinello, 2013), these more 
common causes tend to go unnoticed and unconsidered by decision-makers who are focused on 
the novel impact of their own actions (Posner & Rothbart, 2007). 
This base rate frequency error is apt to occur in family firms due to the prominent focus 
decision-makers in these firms place on the causal importance of certain family members’ non-
financial priorities. Family firm leaders are often highly esteemed by their kin, and these leaders 
tend to influence the mindsets, motives, values, goals, and attitudes of other dominant coalition 
members in family firms (Kelly et al., 2000). Indeed, sometimes such leaders are the sole 
decision-maker in their firms, maintaining 100% control over ownership and/or final decisions 
and pursuing their own non-financial priorities with no input or opposition from others. 
Decision-makers driven by non-financial logic (i.e., who ignore the financial implications of 
decisions and focus on continued pursuit of key non-financial priorities) in such firms may 
overestimate the financial success of certain courses of action due to non-financial orientations 
toward project success indicators instilled in them by founders (Sonfield & Lussier, 2004). One 
such case is the tendency of many family business decision-makers to maintain operational 
involvement and managerial control in the hands of family members rather than including non-
family experts in senior management. Such deference toward the business priorities of previous 
generations of family leaders is known to interfere with financial goals such as the modernization 
of business objectives and strategies (Eddleston, Otondo, & Kellermanns, 2008), leading to 
continued pursuit of courses of action which fail to achieve the firm’s financial goals. 
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Representativeness can also lead to inaccurate conclusions because decision-makers tend 
to assume that favorable descriptions are correlated with success, regardless of whether or not 
the information in the description is relevant for predicting success (Tversky & Kahneman, 
1974). Focusing attention on particular goals tends to heighten awareness of information relevant 
for that goal (Krantz & Kunreuther, 2007), and decision-makers tend to be more perceptive of 
information which indicates achievement of the goal, rather than failure to accomplish the goal 
(Weber & Kirsner, 1997). This is especially the case when the goal is personally important to the 
decision-maker (Schulz-Hardt et al., 2009). Favorable information identified early on in a 
situational assessment (Krosnick, Miller, & Tichy, 2004) can cause decision-makers to focus 
attention on supporting evidence for the course of action having been successful and ignore 
contradictory information. 
This tendency to focus on favorable descriptions is also common in family firms. In such 
firms, family identity and self-esteem are often wrapped up in dominant coalition members’ 
perceptions of the quality of their resources, the products or services they produce (Abdel-
Maksoud et al., 2005), and the reputation of their businesses (Denison, Lief, & Ward, 2004). 
This represents a significant emotional investment in certain courses of action, and tends to 
encourage family firm leaders to be highly attentive to information which reaffirms the efficacy 
of these courses of action. However, the salience of high levels of prior investment in 
product/service quality (Sleesman et al., 2012), and personal identification of the family’s 
reputation (Schulz-Hardt et al., 2009) with those investments, is known to encourage escalation. 
When decision-makers find prior investments highly salient and linked to their personal 
identities and reputations, they tend to seek out information which reaffirms the efficacy of their 
identities and reputations, ignoring indicators that they may not be achieving their financial 
   
 
45 
 
goals. While the level of prior investment in a certain course of action, and the personal 
identification of a decision-maker with that course of action, may vary with the size and age of a 
firm (Zellweger, Kellermans, Chrisman, & Chua, 2012), variance in the use of the 
representativeness heuristic should lead decision-makers in firms of a certain size and age to 
make strategic decisions which result in varied levels of favoritism for positive indicators. 
Representativeness can also lead to inaccurate conclusions because decision-makers often 
expect that future results will be as good as or better than previous ones, rather than expecting 
regression toward the mean (Tversky & Kahneman, 1974). Learning processes tend to update 
information accessed from memory by a decision-maker with the most recent information 
(Weber & Johnson, 2008), leading decision-makers to expect continued meeting or exceeding of 
a goal if it has recently been achieved (Weber & Johnson, 2009). This is particularly the case 
when a change in course of action is necessary. When debating whether to abandon a project or 
not, decision-makers tend to look for indications that the status quo is meeting or exceeding the 
firm’s goals (Carmon & Ariely, 2000) once they have seen some sort of evidence for success in 
the past. 
This tendency to expect continued achievement or exceeding of goals once they have 
been accomplished at some point in the past also occurs frequently in family firms. 
Consideration of key family members’ convictions about the importance of certain people or 
resources, for example, can lead family businesses to focus on the “best case scenario” (Weber & 
Johnson, 2009) of the performance of those resources in the past. This can lead such firms to 
pursue nepotistic hiring, selection, and promotion practices (Royer, Simons, Boyd, & Rafferty, 
2008) or avoid asset divestitures (Sharma & Manikutty, 2005), failing to achieve the financial 
side of the firm’s goals. 
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Finally, representativeness tends to lead decision-makers to place great confidence in 
predictions based on redundant or correlated predictor information (Tversky & Kahneman, 
1974). More indicators of success tend to make decision-makers more confident that success has 
occurred. However, many of these indicators may be correlated with each other, meaning that 
when one indicates success, they all tend to indicate success. Focusing on redundant indicators of 
success can lead decision-makers to ignore other indicators which may call into question whether 
a course of action has actually been successful or not. 
The importance which many family firms place on accord among decision-makers may 
lead such firms to focus on redundant indicators of success. As mentioned earlier, family firms 
often focus on certain non-financial project success indicators instilled in them by founders 
(Kelly et al., 2000; Sonfield & Lussier, 2004), such as accord among family members. Such 
adherence to non-financial project success indicators often becomes increasingly ingrained as a 
family business passes from generation to generation and strong cultural traditions develop. 
Given the fact that the tendency to escalate commitment is stronger when decision responsibility 
is shared (Sleesman et al., 2012), prioritization of accord among dominant coalition members 
may lead to agreement on escalation (Myers & Lamm, 1976) due to conformity of perception 
and judgment among group members (Hogg & Terry, 2000). While devotion to accord among 
family members may vary with the size and age of a company (Lee, Butler, & Saxberg, 2008), 
variance in the use of the representativeness heuristic should lead decision-makers in firms of a 
certain size and age in a given industry to make strategic decisions which result in varied levels 
of error based on the use of redundant success indicators. 
Given the above reasoning, I hypothesize the following relationship: 
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Hypothesis 2.a.: Decision-makers in family firms who make greater use of the 
representativeness heuristic are more likely to escalate commitment to financially 
sub-optimal courses of action. 
 
As mentioned earlier, firm size is an important moderator of the relationship between 
representativeness heuristic use and financial escalation of commitment. Smaller firms tend to 
lack decision support systems and resources which allow for evaluation of a large and diverse 
amount of information in a relatively short amount of time (Feltham, Feltham, & Barnett, 2005). 
This can force the leaders of these firms, like many entrepreneurs (Carpenter, Geletkanycz, & 
Sanders, 2004; Busenitz & Barney, 1997), to rely heavily on decision-making heuristics to 
quickly sort through a great deal of information, consider the merits of a particular decision 
alternative, and arrive at a timely decision. Given this reasoning, I hypothesize the following 
relationship: 
 
Hypothesis 2.b.: The positive relationship between the representativeness 
heuristic and financial escalation of commitment will be more pronounced in 
smaller family firms as compared to larger family firms. 
 
The Two-Way Interaction Non-Financial Logic * Use of the Representativeness Heuristic 
As mentioned earlier, the attention-based view of firm suggests that the dominant logic 
followed by a firm’s decision-makers will impact the information which they selectively encode 
from the environment and recall from long-term memory for forming inductive conclusions 
about causality (Sternberg, 1986). Non-financial logic (i.e., dedication to the pursuit of non-
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financial priorities despite their financial implications) often leads decision-makers to favor 
consideration of the ability and effort of persons and entities internal to the firm, and to discount 
the causal significance of task difficulty and luck, during such selective encoding and 
comparison. This can lead decision-makers to overestimate the causal significance of such 
internal persons and entities as indicators for deductive assumptions about the likelihood of 
success of a certain future course of action. This occurs frequently in small family firms, where 
decision-makers often place a great deal of importance on internally-focused priorities like “pet 
projects” (Sonfield & Lussier, 2004), maintenance of operational and managerial control 
(Eddleston et al., 2008), accord among family members (Lee, Butler, & Saxberg, 2008), and 
employment of certain family members or assets regardless of their capabilities (Schulze et al., 
2003; Sharma & Manikutty, 2005). 
Such priorities can lead family firm decision-makers to neglect consideration of the 
possible causal importance of external factors to the company’s continued financial success. This 
leads them to overly consider internal factors (ability, effort) and neglect consideration of 
external factors (task difficulty, luck) in the inductive reasoning they employ for encoding and 
comparing information and reaching conclusions about causality. Such selectively-considered 
information, when employed in use of the representativeness heuristic, can discourage 
consideration of multi-causal information. The less multi-causal the information considered, the 
more biased decision-makers’ use of the representativeness heuristic becomes (Kardes et al., 
2004). Uni-causally determined representative information can truncate information search (Choi 
et al., 2000), which can impede entrepreneurial learning (Holcomb et al., 2009) regarding the 
financial implications of continued pursuit of certain non-financial priorities. 
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Overestimates of demand, underestimations of competition, or the overlooking of 
requisite assets which occur due to such impeded entrepreneurial learning can lead small family 
firm decision-makers to overestimate the accuracy of their predictions of the likelihood of future 
success for a certain course of action. For example, small family business decision-makers’ past 
ability to successfully close sales deals through dogged pursuit of certain leads has been linked to 
information filtering (Woods, 2013). Small family business decision-makers’ frequent short-
sightedness about the extent to which their firms are competitively differentiated (Hatak & 
Roessl, 2013; Simon & Houghton, 2002) could also well be due to myopic focus on their own 
abilities in their inductive information processing. Finally, small family business decision-
makers tend to develop strong psychological attachments to certain assets (Sharma & Manikutty, 
2005). Such psychological attachments lead them to search for opportunities to successfully 
employ these assets in the future rather than investigating other assets which might be more 
effective for achieving the firm’s financial goals. 
Given the above reasoning, I hypothesize the following relationship: 
 
Hypothesis 3: The positive relationship between non-financial logic and financial 
escalation of commitment will be greater for family firm decision-makers who 
also make greater use of the representativeness heuristic (i.e., an interaction 
effect). 
 
Selective Information Processing and Use of Outside Advice 
The attention-based view of the firm (Ocasio, 1997) suggests that the focus of decision-
makers’ attention filters the information they consider in making decisions. In particular, it 
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suggests that the availability and accessibility of multi-causal vs. uni-causal information and 
consultation with other individuals (especially those external to the firm) changes attention 
focus. Multi-causal information, whose general situational availability and accessibility in turn 
are also enhanced or diminished by consultation with other individuals, prompts decision-makers 
to consider more different types of persons and entities, and make more different types of 
attributions about causality (internal and external, stable and unstable). This subsequently 
changes the deductive predictions they make about the likely outcomes of future decisions. 
Consideration of decision options in isolation exposes decision-makers to a minimal 
amount of causal information. This dearth of causal information impacts the information 
decision-makers encode, recall, and consider in their initial situational assessments, and it 
discourages them from searching for subsequent supporting or disconfirming evidence (Weber & 
Johnson, 2009). Consideration of uni-causal information can lead decision-makers to 
misdiagnose strategic issues (Dutton et al., 1983), misidentify problems (Starbuck & Milliken, 
1988), fail to find adequate solutions to problems (Newell & Simon, 1972), and incorrectly 
allocate resources (Ansoff, 1965). In entrepreneurial firms such as small family businesses which 
often make quick decisions based on limited information, this can lead to faulty perceptual 
processes (Gaglio & Katz, 2001) due to inaccurate use of heuristics (Baron, 1998; Simon et al., 
2000). These faulty perceptions in turn can impair the functioning of entrepreneurial expertise 
(Gustavsson, 2004).  Such faulty perceptions and impairment of expertise can lead family firm 
decision-makers to continue to follow a previous course of action which will not meet with 
continued financial success. 
In general, inaccurate beliefs about causality tend to lead decision-makers to exclusively 
favor either supporting or refuting information and neglect the other type of information when 
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considering a decision option in isolation, depending on whether they have a prior preference 
(positive or negative) regarding the focal decision option (Kerschreiter et al., 2008). While 
counterintuitive, the absence of comparative information which would prompt these decision-
makers to employ more analytical cognitive behaviors has been shown to encourage them to 
depend on categorical heuristics when making a decision (Kardes et al., 2004; Sanbonmatsu et 
al., 2011). When decision-makers favor a focal decision option, such attention focus in 
information consideration can lead to overestimation of the attractiveness or likelihood of 
success of the focal option (Houghton & Kardes, 1998). A good example of this is the priority 
that many small family firms place on maintaining trans-generational ownership of the firm 
within the family. Many family firm decision-makers favor passing down ownership of the firm 
from one generation of the family to the next so heavily that they never seriously consider selling 
the firm or even bringing in non-family members as minority shareholders. This leads them to 
encode information from their environment about persons and resources within the family as 
future management and investment options for the firm and subsequently recall from memory 
how these individuals and resources have performed in the past. Comparison of these two sets of 
information often leads them select the persons or resources within the family which they believe 
will best carry on management and capital investment in the firm. When non-family members 
and capital resources that could bring more dynamic management and liquidity are not 
considered, family firms run the risk of settling for financially sub-optimal exit options from one 
generation to the next. 
Given the above reasoning, I hypothesize the following relationship: 
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Hypothesis 4.a.: Decision-makers in family firms who consider decision options 
in isolation (i.e., those who consider only one decision option) will make greater 
use of the representativeness heuristic than those who consider multiple options 
at once. 
 
As mentioned earlier, firm size is an important moderator of the relationship between 
selective information processing and representativeness heuristic use. Scholars have found that 
having sufficient time and resources to process more information is a key determinant of whether 
or not decision-makers engage in selective versus comparative information processing (Kardes, 
2012). The time and resources available for processing information are often limited in small 
firms, which can lead decision-makers to make a “yes/no” decision about a single decision 
option rather than comparing multiple options with each other. This encourages them to use 
categorical heuristics, such as representativeness, to arrive at a decision (Sanbonmatsu et al., 
2011). Given this reasoning, I hypothesize the following relationship: 
 
Hypothesis 4.b.: The positive relationship between selective information 
processing and use of the representativeness heuristic will be more pronounced in 
smaller family firms as compared to larger family firms. 
 
As mentioned earlier, consideration of decision options in isolation can lead to 
misdiagnosis of strategic issues in small family firms
19. Such consideration is common for “pet 
                                                             
19 As mentioned above, some empirical evidence suggests that there may be a curvilinear relationship between 
number of decision options and decision quality (Haynes, 2009). However, existing research clearly shows that 
multiple options usually produce more accurate decisions than a single option (Houghton & Kardes, 1998; Kardes, 
2012). 
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projects” in family firms, such as production of a product line due to family tradition or pursuit 
of a new market niche due to the desire to “make your own mark” compared to prior generations 
of the family. This can be problematic, since decision-makers who assess only whether to 
continue or discontinue a certain product/service line may misdiagnose market demand by not 
considering demand for other products/services in arriving at this decision
20
 (Cater & Schwab, 
2008). A good example of such reasoning is the now-infamously miscalculated decision by 
Coca-Cola decision-makers to introduce “New Coke” (Keough, 2008). Market research was 
conducted to examine consumer interest in a new flavor formula for Coke, and responses to the 
taste of the new formula were positive. However, the market research failed to tell respondents 
that introducing New Coke meant the abandonment of Classic Coke, which consumers liked 
even more than the new flavor. In this case, the decision-makers considered only uni-causal 
information about the focal product/service line (New Coke) and neglected to examine multi-
causal information about other product/service lines (abandonment of Classic Coke). If this can 
lead to poor marketing decisions in a large organization like Coca-Cola with a wealth of decision 
support resources, it is likely to also encourage financial escalation of commitment in small 
family firms due to decision-makers’ prior psychological attachments to their pet projects and 
the lack of decision support systems for comparing the relative merits of multiple potential 
projects (Kerschreiter et al., 2008). 
Consideration of decision options in isolation can also lead to misallocation of resources, 
misidentification of problems, and failure to find adequate solutions to problems in small family 
firms. For example, assessing only whether or not a certain resource is functioning optimally 
may lead to overlooking additional necessary resources (Dyer, 2006). This is common in small 
                                                             
20 While consideration of demand for other products/services can be a reason for misdiagnosing market demand, 
the point here is the consideration of the merits of only one decision option (whether the old product/service or 
the new one) in isolation, rather than comparing the merits of two options with each other. 
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family firms, which often employ family members regardless of qualifications – both because 
these family members are cheap, available resources and because the family business decision-
makers have an altruistic desire to provide employment to their kin (Schulze et al., 2003). This 
can lead decision-makers in small family firms to overlook the shortcomings of key family 
employees, misdiagnosing whether their human resources are deficient due to lack of 
comparison with other, potentially more capable employees. Such misdiagnoses of problems 
(e.g., overestimating family employees’ professional capabilities) and failures to find adequate 
solutions (e.g., hiring more competent staff) tend to encourage financial escalation of 
commitment. 
Given the above reasoning, I hypothesize the following relationship: 
 
Hypothesis 5.a.: Decision-makers in family firms who consider decision options 
in isolation (i.e., those who consider only one decision option) are more likely to 
escalate commitment to financially sub-optimal courses of action than those who 
consider multiple options at once. 
 
As mentioned earlier, firm size has an important impact on the frequency with which 
decision-makers engage in selective information processing. Having sufficient time and 
resources to process large quantities of information (less often the case in small firms) is known 
to impact the likelihood that decision-makers engage in selective versus comparative information 
processing (Kardes, 2012). Scholars have also found that diversity of views on objectives, 
competitive methods, and values are positively related to firm performance (Enz & Schwenk, 
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1991), and that such diversity is less common in smaller firms (Pieper, Klein, & Jaskiewicz, 
2008). Given this reasoning, I hypothesize the following relationship: 
 
Hypothesis 5.b.: The positive relationship between selective information 
processing and financial escalation of commitment will be more pronounced in 
smaller family firms as compared to larger family firms. 
 
Information processing theory suggests that the more multi-causal information decision-
makers consider (internal and external, stable and unstable), the more accurate their inductive 
conclusions about causality tend to be. The attention-based view of the firm predicts that 
interaction with other individuals – particularly those external to the firm – can alter decision-
makers’ attention focus, which in turn impacts the information they consider in their inductive 
conclusions about causality. Small family firms, as mentioned earlier, tend to have insular top 
management teams. These teams tend to be composed of a small group of individuals (Gersick et 
al., 1997), and many of these teams could benefit from increased use of outside advisors 
(Jaskiewicz & Klein, 2007; Pieper et al., 2008; Woods et al., 2012). In general, the presence of 
fewer individuals in the dominant coalitions of these firms can lead these individuals to neglect 
to question some of their assumptions and thus consider few (if any) alternative courses of 
action. The cognitive workload for each individual in a small decision team is greater, which can 
lead these individuals to make heavier use of the representativeness heuristic to assess a large 
amount of information and arrive at decisions quickly (Frese et al., 2000). Lack of questioning of 
assumptions and lack of consideration of alternate courses of action can encourage financial 
escalation of commitment to a failing or sub-optimal course of action due to filtering of negative 
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opportunity cost information about the relative financial attractiveness of the course of action 
(Bragger et al., 2003). 
While small family firms rarely utilize outside advisors, they are exposed to outside 
advice through their membership and participation in industry associations. Review of web site 
material distributed by such organizations may prompt them to consider multi-causal information 
about situations they are facing which they otherwise wouldn’t have considered. This could spur 
them to engage in more analytical cognitive behaviors and rely less on the representativeness 
heuristic in their deductive conclusions about what course of action they should follow. 
Attendance at the meetings of such organizations can expose the decision-makers of small family 
firms to the experiences and activities of their industry peers, which may encourage them to 
consider alternate courses of action and engage in comparative rather than selective information 
processing. Frequent consideration of such information and attendance at such events may even 
alter the dominant logic of small family firm decision-makers over time, as these decision-
makers accumulate more and more multi-causal information about what drives success in their 
industry and begin to change what they consider to be important. 
Given the above reasoning, I hypothesize the following relationships: 
 
Hypothesis 6.a.: Decision-makers in family firms who are more involved in 
industry associations will (i) make lesser use of the representativeness heuristic; 
(ii) engage in selective information processing less often; and (iii) adhere to 
lower levels of non-financial logic. 
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As mentioned earlier, firm size exercises a significant impact on the use of outside 
advice. Small businesses sometimes utilize the services of external consultants or even 
university-affiliated executive education of faculty-supervised service learning outreach 
programs. However, the impact of such services on decision-making in small family firms is 
often muted. Such external services normally make suggestions available to the firm owner or a 
small number of firm decision-makers. This small circle of decision-makers then proceeds to 
make decisions with little debate (Kellermanns & Eddleston, 2004) or sharing of concerns 
(Zahra, Hayton, & Salvato, 2004), often overlooking or failing to truly examine the suggestions 
made available to them. Given this reasoning, I hypothesize the following relationships: 
 
Hypothesis 6.b.: Each of these relationships  – (i) lesser use of the 
representativeness heuristic; (ii) less frequent engagement in selective 
information processing; and (iii) adherence to lower levels of non-financial logic 
– will be more pronounced in smaller family firms as compared to larger family 
firms. 
 
Control Variables
21
 
 While not part of the hypotheses outlined above, it is important to account for a number 
of other factors which are likely to impact decision-making and financial escalation of 
commitment in small family firms. These include respondent gender, respondent age, firm age, 
industry, level of slack resources (e.g., liquidity and debt leverage), number of individuals 
                                                             
21 The theoretical reasoning for inclusion of these variables as controls is presented here, to contrast with the 
variables selected for inclusion in the hypotheses. Description of the measurement of the control variables is 
described in the Methods section below. 
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involved in management, devotion to non-financial goals (e.g., devotion to family and devotion 
to business as a way of life), and need for cognitive closure. 
 Gendered differences in men and women’s cognitions are well-established (Greene, Hart, 
Gatewood, Brush, & Carter, 2003; Haberman & Danes, 2007). They have also been found to 
impact escalation of commitment behavior (Schwenk, 1988). In other words, gender can 
influence cognitive behaviors such as dominant logic and representativeness use, and it can lead 
to individual differences in predilection toward escalation of commitment. The relationship 
between respondent gender and the independent variables, moderator, and dependent variable 
above is illustrated in Figure 1. 
 Cognition has been found to vary with respondent age, both for psychological and 
biological reasons (Weber & Johnson, 2009). It has also been linked to escalation of commitment 
behavior (Woods, 2012). In other words, age can influence cognitive behaviors related to 
information processing, and this may lead to individual differences in predilection toward 
escalation of commitment. The relationship between respondent age and the independent 
variables, moderator, and dependent variable above is illustrated in Figure 1. 
 Firm age impacts the rigidness of dominant logic prevalent in a firm, as well as other 
elements of firm culture (Zellweger & Astrachan, 2008). These elements are known to impact a 
firm’s decision-making processes and the prevalence of decision-making heuristic use among a 
firm’s top managers. In other words, firm age can lead older family firms to exhibit greater levels 
of non-financial logic than younger family firms, and it can lead older firms to make greater use 
of the representativeness heuristic than younger firms. The relationship between firm age and the 
independent variables, moderator, and dependent variable above is illustrated in Figure 1. 
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 The industry in which a firm operates impacts demographic factors such as firm size and 
age (Chrisman, Chua, Pearson, & Barnett 2012). It also influences the types of situations that 
decision-makers face (Miller et al., 1988; Rettinger & Hastie, 2001), since industries are known 
to vary in the latitude of options decision-makers have when making strategic choices 
(Finkelstein & Boyd, 1998; Hambrick & Abrahamson, 1995; Hambrick & Finkelstein, 1987). 
The availability of uni-causal vs. multi-causal information in these situations is different, as are 
other factors which influence information processing and escalation of commitment behaviors. In 
other words, decision-makers in certain industries tend to follow higher levels of non-financial 
logic, make greater use of the representativeness heuristic, and more frequently evaluate decision 
options in isolation compared to decision-makers in other industries. The relationship between 
industry and the independent variables, moderator, and dependent variable above is illustrated in 
Figure 1. 
 A firm’s level of slack resources (i.e., liquidity and debt leverage) can impact its’ ability 
to change courses of action. Firms with greater amounts of liquidity and greater access to debt 
funding are more capable of spending the money necessary to implement a new course of action 
(Hofer, 1980). The relationship between level of slack resources and the independent variables, 
moderator, and dependent variable above is illustrated in Figure 1. 
 The number of individuals involved in managing a firm impacts how much information 
the firm’s decision-makers (in aggregate) can consider. It also impacts the extent to which social 
antecedents exercise an influence on escalation behavior. Firms with more individuals involved 
in management have decision-making teams which can consider more information (Henderson & 
Fredrickson, 1996). This can impact the amount of multi-causal (as opposed to uni-causal) 
information a firm’s decision-makers consider, leading teams with more decision-makers to 
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arrive at different conclusions regarding the relative attractiveness of a certain course of action. 
Firms with more individuals involved in management also have decision-making teams in which 
“groupthink” and other social antecedents can encourage escalation of commitment (Hogg & 
Terry, 2000; Myers & Lamm, 1976; Sleesman et al., 2012) due to conformity of perception and 
judgment among group members. The relationship between the number of individuals involved 
in management and the independent variables, moderator, and dependent variable above is 
illustrated in Figure 1. 
 All non-financial goals have some sort of financial repercussions. While the study of non-
financial goals for their own merits is a highly interesting area of family business research 
(Astrachan & Jaskiewicz, 2008), a priori devotion to non-financial goals is an individual and 
firm-level difference which cannot be easily altered. Therefore, this study chose initially to not 
focus on a priori devotion to non-financial goals as an independent variable. The relationship 
between non-financial goals and the independent variables, moderator, and dependent variable 
above is illustrated in Figure 1. 
 Need for cognitive closure is an individual difference in psychological predisposition 
whereby certain individuals have more of a need for structure and predictability, and less of an 
open mind toward ambiguity, than others (Webster & Kruglanski, 1994). It is well established as 
an important antecedent to information search (Schenkel, Matthews, & Ford, 2009) and decision-
making (Kruglanski & Webster, 1996) behaviors. In other words, individuals with a greater need 
for cognitive closure may make greater use of the representativeness heuristic and may be more 
likely to display “tunnel vision” which may lead them to consider decision options in isolation. 
The relationship between need for cognitive closure and the independent variables, moderator, 
and dependent variable above is illustrated in Figure 1. 
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Chapter V – Methods 
 
Sample Population 
Survey Research 
This study distributed a 58-question online survey to 99,359 small businesses all across 
the United States. Some of the respondents were approached in cooperation with the Goering 
Center for Family Business (business.uc.edu/centers/goering.html), the California Family 
Business Association (www.myfba.org), the Precision Machined Parts Association 
(www.pmpa.org), the Ohio Cattlemen’s Association (www.ohiocattle.org), and the California 
Family Winemakers’ Association (www.familywinemakers.org). These associations represent 
industries that are traditionally populated heavily by small family businesses. The study also 
cooperated with the survey research arm of Qualtrics (www.qualtrics.com), the software provider 
for its’ online survey, to reach out to small businesses in a number of different industries. These 
survey populations are geographically dispersed and contain difficult-to-contact respondents, 
factors which justify the use of an online survey research instrument (Wright, 2005) and 
cooperation with industry associations and survey research vendors. The study received 2,036 
responses for an overall response rate of 2.0%
22
. After review of the responses for missing, 
incomplete, or otherwise unusable data, a final sample of 219 businesses was selected by 
utilizing listwise deletion of cases which contained missing, incomplete, or otherwise unusable 
data. This sample size allows for an appropriate level of power in testing the hypotheses outlined 
                                                             
22 This extremely low response rate is largely due to the 98,050 email invitations sent by Qualtrics to identify the 
1,819 respondents they provided to the sample population. Only 139 of these respondents were used in the final 
data set. The overall response rate was actually 15.9% for the rest of the respondents included in the final data set, 
including an 87% response rate for the 29 respondents in the final data set provided by the Goering Center, a 46% 
response rate for the 11 respondents in the final data set provided by the Tri-state area (Ohio/Indiana/Kentucky) 
snowball sample, and a 44.9% response rate for the 9 respondents in the final data set provided by the California 
Family Business Association.  
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above. Given the fact that this research will examine three independent variables, one 
experimental manipulation (two groups), one moderator variable, and nine control variables
23
, 
the minimum acceptable sample size is 14 covariates < (sample size of 151/10) – (2 experimental 
groups – 1) = at least 151 respondents (Pan, 2010). 
Archival Research – Financial Performance 
The data obtained from the above-mentioned survey instrument was paired with archival 
data from Bureau Van Dijk’s ORBIS database (orbis.bvdinfo.com) of private company financial 
information to cross-check the survey reports of the dependent variable measures and identify 
the company’s industry from an independent source. The financial data in the ORBIS database is 
not as specific as the financial information this study gathered via its survey instrument. 
However, it is correlated with respondent firms’ self-reported financial performance. Such 
correlation allows for an independent measure of the dependent variable and decreases the risk of 
self-report bias and common methods bias which would be present in a study based solely on 
data collected from a single survey instrument. Sampling of data from multiple, independent 
sources improves the precision and contextual understanding of results and is an increasingly 
encouraged practice in social science research (Kemper, Stringfield, & Teddlie, 2003). The 
results highlighted below underline the importance of this practice, as the data sources used to 
measure the dependent variables exercised a marked impact on the results. Removal of any of the 
data sources utilized in this research would have encouraged potentially flawed or incomplete 
understanding of the meaning and implications of the results. This underlines the importance of 
                                                             
23
 There are seven basic control variables: respondent gender, respondent age, firm age, firm level of slack 
resources, number of individuals involved in management of the firm, respondent devotion to non-financial goals, 
and respondent need for cognitive closure. However, since firm level of slack resources is operationalized as two 
separate variables (current ratio and long term debt-to-assets ratio) and respondent devotion to non-financial 
goals is also operationalized as two separate variables (devotion to family needs first and devotion to the business 
as a way of life), the actual number of control variables in the regression equation is nine. 
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using multiple data sources for generating fine-grained, nuanced results that add clarity and 
perspective to the single-data-source studies which currently abound in the extant literature. 
Archival Research – Strategic Change 
In addition to the precision and contextual understanding this study achieved by utilizing 
multiple data sources for its dependent variable financial measures, the study also collected 
archival information on changes in respondents’ websites over time (such as the addition or 
removal of information or changes in visual appearance or navigation) as a further proxy 
measure of financial escalation of commitment. The study collected this information from The 
Internet Archive (web.archive.org), a non-profit library based in San Francisco, CA. The Internet 
Archive was founded in 1996 with a charitable endowment from Alexa Internet and other 
leading companies involved in the early development of the internet industry. The library’s 
crawlers have been recording periodic impressions of all known web sites on the internet since 
the archive’s founding in 1996, and it now contains over 368 billion historical copies of web 
pages dating back to 1996. 
Independent Variables 
Non-Financial Logic 
To measure the extent to which decision-makers followed non-financial logic, this study 
asked respondents six specific questions, adapted from Heck, Jasper, Stafford, Winter, and 
Owen’s (2000) National Family Business Survey. These questions (Appendix 1, Questions 15-
20) asked respondents the extent to which “pet projects,” employment of key family members, 
avoidance of conflict, and maintenance of operational involvement, managerial control, and 
ownership were more important to the respondent than financial performance (five-point Likert 
scales, with higher numbers operationalized as higher levels of non-financial logic). Missing data 
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for any of these questions resulted in listwise deletion of the entire case from the final set of data 
analyzed. The absolute value of the skewedness and kurtosis statistics for variables generated 
from these measures were less than one, so these variables were deemed to be normal. 
Use of the Representativeness Heuristic – Qualitative 
This study employed a modified version of Fong, Krantz, and Nisbett’s (1986) decision-
making scenarios to measure different levels of use of the representativeness heuristic. In 
particular, it adapted two of Fong, Krantz, and Nisbett’s (1986) original 18 decision-making 
scenarios. The scenarios selected represent probabilistic and objective scenarios involving the 
comparison of a small versus a large sample of data. These decision-making scenarios asked 
respondents to briefly explain the reasoning behind their evaluations of each scenario 
(Appendices 2-3, Questions 2 and 5). The author then employed a qualitative coding system 
(explained in Appendix 4) to measure use of the representativeness heuristic using a 
dichotomous scale, with one representing a high level of representativeness heuristic use and two 
representing a low level of representativeness heuristic use. This scale assigned values based on 
the extent to which respondents mentioned statistical concepts and the law of large numbers in 
the explanations of their reasoning and the extent to which they expressed open-mindedness to 
different opinions, advice, assistance, or possibilities. Missing data for either of these questions 
resulted in listwise deletion of the entire case from the final set of data analyzed. Since these 
were dichotomous measures, a normality check was not appropriate. 
Use of the Representativeness Heuristic – Quantitative 
Decision-makers’ cognitions have been shown to demonstrate nuances and dimensions 
which sometimes are not captured by existing measurement scales (Petrocelli, Clarkson, 
Tormala, & Hendrix, 2010). Thus, to augment Fong et al.’s (1986) coding system, this study also 
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asked respondents five, newly-developed five-point Likert scale questions (Appendices 2-3, 
Questions 3.a.-3.e. and Questions 6.a.-6.e.) designed to directly measure their insensitivity to 
base rate frequency, their tendency to over-weight isolated positive or negative information, their 
proclivity to ignore the tendency toward mean regression, and their tendency to overly favor 
redundant predictor information. Higher numbers for Questions 3.a., 3.d., 6.a., and 6.d. were 
operationalized to represent lower levels of representativeness heuristic use, while higher 
numbers for Questions 3.b, 3.c., 3.e., 6.b., 6.c., and 6.e. were operationalized to represent higher 
levels of representativeness heuristic use. Missing data for any of these questions resulted in 
listwise deletion of the entire case from the final set of data analyzed. The absolute value of the 
skewedness and kurtosis statistics for variables generated from these measures was close to or 
less than one, so these variables were deemed to be normal. 
Selective Information Processing 
This study altered the above-mentioned elements of Fong, Krantz, and Nisbett’s (1986) 
decision-making scenarios to block for and measure selective versus comparative information 
processing. For the comparative information processing condition (Appendix 2), Fong, Krantz, 
and Nisbett’s (1986) scenarios were adapted based on their original form. For the selective 
information processing condition (Appendix 3), each scenario was altered to remove 
comparative information about the large sample of data. No respondent was included in the final 
set of data analyzed that was not exposed to one of these two conditions. 
Involvement with Industry Associations 
 This study employed membership and participation in industry associations as a proxy for 
the use of outside advisors. It asked respondents nine questions (Appendix 1, Questions 22-30) 
designed to record respondents’ membership in different industry associations and the level of 
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their involvement with these associations. The questions inquired as to the name of the 
respondent’s industry association, the amount of time the respondent’s firm had been a member 
of the association, how much the firm paid in membership dues, how often members of the firm 
attended association meetings or events, how often members of the firm accessed information 
from the association’s website, the respondent’s level of satisfaction with the association’s 
website and the respondent’s overall level of satisfaction with the association. Longer periods of 
membership (Appendix 1, Question 23, number of years), higher amounts paid for dues 
(Appendix 1, Question 26, dollar amount), more frequent attendance at association 
meetings/events (Appendix 1, Question 27, eight-point scale – higher levels represented less 
frequent attendance), more frequent accessing of association website information (Appendix 1, 
Question 28, eight-point scale – higher levels represented less frequent usage), higher levels of 
satisfaction with the association’s website (Appendix 1, Question 29, five-point Likert scale), 
and higher levels of overall satisfaction with the association (Appendix 1, Question 24, five-
point Likert scale) were interpreted to represent higher levels of industry association involvement 
(i.e., higher levels of outside advisor use). Missing data for Questions 23, 24, 27, 28, 29, and 30 
resulted in listwise deletion of the entire case from the final set of data analyzed. Due to 
significant amounts of missing data for Question 26 (membership dues), this variable was 
excluded entirely from the final set of data analyzed. The absolute value of the skewedness and 
kurtosis statistics for variables generated from these measures were less than one, so these 
variables were deemed to be normal. 
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Moderator Variable 
Firm Size 
 Firm size impacts the number of top managers in a firm, the complexity of a firm’s 
decision-making processes, and the robustness of a firm’s decision support systems (Miller et al., 
1988; Shrivastava & Grant, 1985). It also impacts economies of scale and scope as well as 
degree of specialization (i.e., specialized knowledge). These factors tend to give larger firms 
profit margin advantages over smaller firms and influence the decision-making alternatives 
considered, respectively. In other words, firm size can lead smaller firms to more frequently 
consider decision options in isolation, and it can lead larger firms to have better profit margins 
(one of the proxy measures this study uses for financial escalation of commitment). To measure 
firm size, this study asked survey respondents how many employees work in their firms, what 
the annual revenues of their firms were, and what the value of the firm’s total assets was 
(Appendix 1, Questions 31, 33, and 40). Missing data for this variable resulted in listwise 
deletion of the entire case from the final set of data analyzed. The ordinal values of these three 
measures of firm size (number of employees (eight-point scale), annual revenues (10-point 
scale), and total assets (10-point scale)) were summed to create an index variable, with higher 
values interpreted as representing larger firm size. The absolute value of the skewedness and 
kurtosis statistics for this variable was less than 1, so this variable was deemed to be normal. 
Dependent Variable 
Financial Escalation of Commitment – Survey Financial Performance Measures 
 This study measured financial escalation of commitment by collecting information from 
survey respondents on the change in their firms’ total number of employees (Appendix 1, 
Question 32), gross revenues (Appendix 1, Question 34), and net income (Appendix 1, Question 
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36) between the end of 2010 and the end of 2013. While these measures are coarse-grained and 
reflect a great deal of other influences besides financial escalation of commitment, they are an 
available proxy which represents a critical performance outcome directly related to escalation of 
commitment by previous researchers (Daily & Dalton, 1994; DeTienne, Shepherd, & Castro, 
2008). They are particularly appropriate given the focus of this research on non-financial goals 
as an antecedent and selection of escalation of commitment to a financially sub-optimal course 
of action as the focus of its hypotheses. Response options for these questions were scales 
indicating ranges of the number of employees laid off or hired (15-point scale), ranges of the 
dollar amount by which revenues contracted or expanded (21-point scale), and ranges of the 
dollar amount by which net income contracted or expanded (21-point scale). These ordinal 
values were then divided by the ordinal values of the response options for total employees (eight-
point scale), total revenues (10-point scale), and total net income (10-point scale) to arrive at 
ordinal values for growth rates. Higher values were interpreted as signifying higher employee, 
revenue, and net income growth rates, and higher growth rates were interpreted as signifying 
lower levels of financial escalation of commitment. Missing data for any of these questions 
resulted in listwise deletion of the entire case from the final set of data analyzed. 
 The values for revenue growth rate and net income growth rate exhibited slight positive 
skewedness and significant positive kurtosis. Given these deviations from normal distribution, 
the values for these measures were transformed. Raw revenue growth rate scores were 
transformed by calculating the natural log of the inverse of the raw score minus a constant 
[LN(1/revenue growth rate) - .01))]. This reduced the skewedness statistic from 2.745 to 0.886 
and reduced the kurtosis statistic from 8.382 to 3.602. Response scores for net income growth 
rate were transformed by calculating the natural log of the inverse of the raw score [LN(1/net 
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income)]. This reduced the skewedness statistic from 3.915 to 0.971 and reduced the kurtosis 
statistic from 20.313 to 3.372. Given the fact that the inverse of the original scores was taken in 
both transformations, higher values of the resulting transformed variables were interpreted as 
signifying lower revenue and net income growth rates (i.e., higher levels of financial escalation 
of commitment). 
Financial Escalation of Commitment – Survey Financial Performance Measures Scaled to the 
Industry Average 
Industry average growth rate was calculated by subtracting the average number of 
revenues and employees per firm in the US Census Bureau’s 2007 Economic Census from those 
same figures in the US Census Bureau’s 2012 Economic Census.24 25 The Census Bureau figures 
for change in revenues (in dollars), total revenues in 2012 (in dollars), change in employees (in 
number of employees), and total employees in 2012 (in number of employees) were then 
converted into corresponding ordinal values in the 21-point (change in revenues), 10-point (total 
revenues), 15-point (change in employees), and eight-point (total employees) scales used in the 
survey, respectively, to measure revenue growth, total revenues, employee growth, and total 
employees. The resulting converted revenue growth score was divided by the resulting converted 
total revenues score to arrive at an industry average revenue growth rate, and the resulting 
converted employee growth score was divided by the resulting converted total employees score 
to arrive at an industry average employee growth rate. These industry average revenue and 
                                                             
24 For more information, see 
http://factfinder2.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ECN_2012_US_00CADV2&pro
dType=table . Industry average figures were not available for the 3-digit NAICS codes 113, 115, 236-238. Therefore, 
financial escalation of commitment measures scaled to the industry average were not calculated for companies 
these industries (15 of the 219 respondents included in the final data set). 
25 The Census Bureau’s 2012 Economic Census did not provide industry average information on net income. 
Therefore, financial escalation of commitment measures scaled to the industry average were not calculated for net 
income. 
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employee growth rates were then subtracted from the survey reported revenue and employee 
growth rates to scale the survey reported revenue and employee growth rates to the industry 
average. Negative values for these variables were then re-coded with the value one (to signify the 
presence of financial escalation of commitment) and positive values for these variables were re-
coded with the value of 0 (to signify the absence of financial escalation of commitment)
26
. Since 
the final variable was dichotomous, a normality check was not appropriate. 
Financial Escalation of Commitment – Archival Financial Performance Measures 
This study also collected matching archival data on change in each firm’s total number of 
employees and gross revenues from Bureau Van Dijk’s ORBIS database of financial information 
on small, privately-owned businesses (orbis.bvdinfo.com)
27
. The ORBIS database contains up to 
10 years of historical data on annual revenues and number of employees. At least two years of 
historical data on number of employees were available for 123 of the 219 companies in the final 
data set (see description of response rate below). However, only 37 of these companies showed 
any change in the number of employees recorded in the ORBIS historical data. Therefore, 
archival data on number of employees was not evaluated in the results presented below. At least 
two years of historical data on annual revenues was available for 141 of the 219 companies in the 
final data set. An average annual revenue growth rate was calculated for each firm based on this 
data by subtracting the annual revenues listed in each prior year from the annual revenues listed 
in the most recent year and then dividing by the number of years between the most recent year 
and the relevant prior year. Each of these averages was then further averaged to calculate a single 
                                                             
26 A dichotomous measure was created because scaling the information to the industry average changed the 
“baseline” of the scale numbers but didn’t actually change the results. A dichotomous measure provides 
additional/different information, which increases the robustness of the results. 
27 While this study originally proposed utilizing archival financial data from the ReferenceUSA database to estimate 
net income, subsequent conversations with staff from ReferenceUSA revealed that the expense information in the 
ReferenceUSA is an estimation based on a formula calculated by ReferenceUSA, rather than actual data reported 
by the company. This led the author to exclude ReferenceUSA database data from this study. 
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average archival revenue growth figure for each company. Higher values were interpreted as 
signifying higher revenue growth rates. For clarity in presentation of the results, the signs of 
correlations between this variable and the various independent variables, moderators, interaction 
terms, and control variables will be reversed when reported, so that all results are presented in 
terms of dependent variable measures for which higher levels of the dependent variable represent 
higher levels of financial escalation of commitment. 
The values for average archival revenue growth rate exhibited significant negative 
skewedness and significant positive kurtosis. Given these deviations from normal distribution, 
the values for this measure were transformed. Values for average archival revenue growth rate 
were transformed by calculating the natural log of the raw score plus a constant [LN(average 
archival revenue growth rate + .02)]. This reduced the skewedness statistic from -11.236 to -
0.852 and reduced the kurtosis statistic from 127.652 to 1.503. 
Financial Escalation of Commitment – Archival Measure of Strategic Change 
In addition to the above-outlined financial information, this study also collected archival 
data on changes in respondents’ websites over time as a further proxy of financial escalation of 
commitment. The online survey outlined above asked respondents to list their company’s 
website address (Appendix 1, Question 2), and each website listed in these answers was then 
checked against archival information listed in Bureau Van Duyk’s ORBIS database to confirm 
that the website being assessed indeed belonged to the firm in question
28
. The author then 
ascertained the number of times each website was recorded over a certain time period in The 
                                                             
28 The author was able to locate 167 of the 219 respondent companies’ websites in the final data pool in the ORBIS 
database. For the 52 companies who reported a website address that was not available in ORBIS, the author 
visited the site and confirmed that each one of them was a functioning business website. 
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Internet Archive to calculate an average daily number of impressions of the site recorded
29
. 
Lower average daily numbers of impressions were interpreted as representing higher levels of 
financial escalation of commitment, since changes in a company’s web site often signify changes 
in strategic course of action, such as abandonment of certain product/service niches in favor of 
other ones. For clarity in presentation of the results, the signs of correlations between this 
variable and the various independent variables, moderators, interaction terms, and control 
variables will be reversed when reported, so that all results are presented in terms of dependent 
variable measures for which higher levels of the dependent variable represent higher levels of 
financial escalation of commitment. The absolute value of the skewedness and kurtosis statistics 
for variables generated from this measure was close to or less than one, so these variables were 
deemed to be normal. 
Financial Escalation of Commitment – Survey Decision Outcome Measures 
Finally, this study measured financial escalation of commitment utilizing subjects’ 
responses to questions regarding percentage estimates for the likelihood of success of selected 
courses of action. Each decision-making scenario included a question (Appendices 2-3, 
                                                             
29 The author was able to locate 207 of the 219 respondent companies’ websites in the Internet Archive. The 12 
respondent companies whose websites were not locatable in the Internet Archive were not assessed with respect 
to this dependent variable in the hypothesis tests outlined below. To measure the rate of change in respondents’ 
web presence, this study originally proposed utilizing an indicator provided by the Internet Archive to count the 
number of times within a certain time period each impression of a certain website in the archive had changed in 
some way from the previously recorded impression of that same website. However, the Internet Archive removed 
these indicators from the publicly-available version of their database after this research study was proposed, and 
there is an indefinite waiting period for the small technical support team at the Internet Archive to respond to user 
questions. For the time being, the author recorded the raw number of impressions for each website within a 
certain time period, rather than the number of impressions which had changed. Anecdotal evidence based on 
review of one of the author’s own websites, www.avenue-two.com, reveals that half (14) of the 28 impressions of 
this site recorded by the archive between April 14, 2003 and May 17, 2014 were recorded within calendar year 
2004, when most of the major edits and changes to the content and graphic design of the site were done. This 
suggests that the archive records more impressions when there is more change activity in the website. The author 
will follow up with the technical support team at the Internet Archive, as well as with bloggers and application 
developers who use the archive frequently, to identify a way to more accurately measure changes in internet 
presence recorded in the archive. However, given the indefinite time period this may require, the author chose to 
use raw number of impressions as the archival measure of strategic change employed in this study. 
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Questions 1 and 4), adapted from Houghton and Kardes (1998), which was designed to measure 
the respondent’s quantitative estimate of the likelihood that the focal decision option in each 
scenario will be successful (scale of zero to 100). The focal option in decision-making scenario 
one is future-value negative (i.e., pursuit of the focal option in this scenario is financially 
suboptimal). Higher percentage estimates for Question 1 in Appendices 2-3 were considered to 
indicate higher levels of financial escalation of commitment. The focal option in decision-
making scenario two is future-value positive (i.e., pursuit of the focal option in these scenarios is 
financially optimal). Higher percentage estimates for Question 4 in Appendices 2-3 were 
considered to indicate lower levels of financial escalation of commitment. Missing data for either 
of these questions resulted in listwise deletion of the entire case from the final set of data 
analyzed. The absolute value of the skewedness and kurtosis statistics for variables generated 
from these measures was close to or less than one, so these variables were deemed to be normal. 
Control Variables 
Respondent Gender 
 As mentioned earlier, differences in men’s and women’s cognitions have been attributed 
to gender (Greene, Hart, Gatewood, Brush, & Carter, 2003; Haberman & Danes, 2007). Gender 
has also been found to impact escalation of commitment behavior (Schwenk, 1988). In other 
words, gender can influence cognitive behaviors such as dominant logic and representativeness 
use, and it can lead to individual differences in predilection toward escalation of commitment. 
While gender can impact cognition and escalation of commitment behavior, it is an individual 
difference rather than a behavior or a set of priorities (such as dominant logic) which can be 
altered. Therefore, this study has not focused on gender as an independent variable. Because of 
its influence on the independent and dependent variables, however, this study controlled for 
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respondent gender by asking respondents their gender (Appendix 1, Question 3). Missing data 
for this variable resulted in listwise deletion of the entire case from the final set of data analyzed. 
This was a dichotomous measure, with male coded as one and female coded as two. Since it was 
a dichotomous variable, a normality check was not appropriate. 
Respondent Age
30
 
 As mentioned earlier, cognition has been found to vary with age, both for psychological 
and biological reasons (Weber & Johnson, 2009). It has also been linked to escalation of 
commitment behavior (Woods, 2012). In other words, age can influence cognitive behaviors 
related to information processing, and this may lead to individual differences in predilection 
toward escalation of commitment. While respondent age can impact cognition and escalation of 
commitment behavior, it is an individual difference which cannot be altered. Therefore, this 
study has not focused on respondent age as an independent variable. Because of its influence on 
the independent and dependent variables, however, this study controlled for respondent age by 
asking respondents their age (Appendix 1, Question 4). Higher values for this measure were 
interpreted as representing older respondents. Missing data for this variable resulted in listwise 
deletion of the entire case from the final set of data analyzed. 
Firm Age 
 As mentioned earlier, firm age impacts the rigidness of dominant logic prevalent in a 
firm, as well as other elements of firm culture (Zellweger & Astrachan, 2008). These elements 
are known to impact a firm’s decision-making processes and the prevalence of decision-making 
                                                             
30
 It should be noted that respondent age is actually a proxy for a number of other variables. For example, changes 
in cognitive ability which are correlated with age could really causally related to the cumulative effects of alcohol 
use or other biophysical health issues. However, since it is beyond the scope of the data collection undertaken in 
this study to measure such biophysical issues, respondent age will be utilized as a control variable in this study. 
Conclusions regarding the impact of age reached by this study, however, should be viewed in the context of the 
other causal factors for which it serves as a proxy. 
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heuristic use among a firm’s top managers. In other words, firm age can lead older family firms 
to exhibit greater levels of non-financial logic than younger family firms, and it can lead older 
firms to make greater use of the representativeness heuristic than younger firms. While firm age 
can impact the information processing behaviors of decision-makers in the firm, it is a firm-level 
difference that cannot be altered. Therefore, this study has not focused on firm age as an 
independent variable. Because of its influence on the independent and dependent variables
31
, 
however, this study controlled for firm age by asking respondents the year when the company 
was founded (Appendix 1, Question 5). Missing data for this variable resulted in listwise deletion 
of the entire case from the final set of data analyzed. 
The values for firm founding year exhibited slight negative skewedness and slight 
positive kurtosis. Given these deviations from normal distribution, the values for this measure 
were transformed. Values for firm founding year were transformed by calculating the natural log 
of the inverse of the raw score plus a constant [LN(1/average archival revenue growth rate + 
.000496)]. This reduced the skewedness statistic from -1.465 to -0.356 and reduced the kurtosis 
statistic from 2.212 to -0.181. Given the fact that the inverse of the original scores was taken in 
the transformation, and higher values for the original measure represented more recent founding 
years, higher values of the resulting transformed variable were interpreted as signifying older 
firm ages. 
Industry 
 As mentioned earlier, the industry in which a firm operates impacts demographic factors 
such as firm size and age (Chrisman, Chua, Pearson, & Barnett 2012). It also influences the types 
of situations that decision-makers face (Miller et al., 1988; Rettinger & Hastie, 2001). The 
                                                             
31 The potential for confounds due to extremely old outlier firms was addressed by excluding two firms from the 
final analysis which were greater than 200 years old. The distribution of firm ages was further addressed by 
applying a transformation to the raw results for firm age. 
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availability of uni-causal vs. multi-causal information in these situations is different, as are other 
factors which influence information processing and escalation of commitment behaviors. In other 
words, decision-makers in certain industries tend to follow higher levels of non-financial logic, 
make greater use of the representativeness heuristic, and more frequently evaluate decision 
options in isolation compared to decision-makers in other industries. While industry can impact 
the information processing and escalation of commitment behaviors of decision-makers in the 
firm, it is a firm-level difference that cannot be easily altered. Therefore, this study has not 
focused on industry as an independent variable. Because of its influence on the independent and 
dependent variables, however, this study controlled for industry by identifying the NAICS code 
of each respondent firm in Bureau Van Duyk’s ORBIS database (orbis.bvdinfo.com)32 33 34. No 
respondent firm was included in the final set of data analyzes for which it was not possible to 
assign a NAICS code. Respondent NAICS codes were divided into eight one-digit categories (1 
= agriculture, 2 = mining/utilities/construction, 3 = manufacturing, 4 = retail & wholesale trade, 
5 = technology/financial/professional services, 6 = education & health care, 7 = 
entertainment/recreation/hospitality, and 8 = nonprofit/miscellaneous services). Since the 
greatest number of respondents (n=80) were from the technology/financial/professional services 
sector, this industry was designated as the baseline industry. Dichotomous variables were created 
                                                             
32
 The author was able to locate 167 of the 219 respondent companies’ websites in the final data pool in the ORBIS 
database, and recorded the six-digit NAICS industry code listed for the company in the database. For the 52 
companies in the final data pool for whom a website address was reported that was not available in the ORBIS 
database, the author visited the site and assigned the company a three-digit NAICS code which corresponded with 
the business activities described on the website. 
33 Because a firm’s level of diversification can impact its decision-makers’ propensity to engage in selective 
information processing, and firms which are involved in multiple product/service segments (i.e. multiple 
industries) are more likely to evaluate courses of action comparatively (Rost & Osterloh, 2010), this study originally 
planned to control for level of diversification as well. However, review of archival data in ORBIS revealed few 
respondent firms involved in multiple industry segments. Therefore, this control variable was omitted from the 
final analysis. 
34 While one could make a case that certain industries are “better” at decision-making than others, it was 
impossible to examine this possibility in detail due to the sample size utilized in this study. 
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for the other seven industries, with one indicating that the company primarily operates in that 
industry and zero signifying that the company does not primarily operate in that industry. Since 
these were dichotomous variables, a normality check was not appropriate. 
Level of Slack Resources 
 As mentioned earlier, a firm’s level of slack resources (i.e., liquidity and debt leverage) 
and can have an impact on its ability to change courses of action. Firms with greater amounts of 
liquidity are more capable of spending the money necessary to implement a new course of action 
(Hofer, 1980). While level of slack resources can impact the escalation of commitment behaviors 
of decision-makers in the firm, it is a firm-level difference that cannot be easily altered. 
Therefore, this study has not focused on level of slack resources as an independent variable. 
Because of its influence on the independent and dependent variables, however, this study 
controlled for level of slack resources by asking respondents information that was used to 
calculate their firms’ current ratio and long-term debt-to-assets ratio (Appendix 1, Questions 37-
40). Response options for these questions were scales indicating ranges for the company’s level 
of current assets, current liabilities, long-term-debt, and total assets (each measured on a 10-point 
scale). The ordinal score for current assets was divided by the ordinal score for current liabilities 
to arrive at a figure for each firm’s current ratio, and the ordinal score for long-term-debt was 
divided by the ordinal score for total assets to arrive at a figure for each firm’s long-term debt-to-
assets ratio. Higher values for each of these variables were interpreted as representing higher 
current ratios and higher long-term debt-to-assets ratios, respectively. Missing data for this 
variable resulted in listwise deletion of the entire case from the final set of data analyzed. 
The values for current ratio and long-term debt-to-assets ratio exhibited slight positive 
skewedness and kurtosis. Given these deviations from normal distribution, the values for this 
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measure were transformed. Values for current ratio were transformed by calculating the natural 
log of the raw score [LN(current ratio)]. This reduced the skewedness statistic from 2.040 to 
0.758 and reduced the kurtosis statistic from 3.757 to 0.741. Values for long-term debt-to-assets 
ratio were also transformed by calculating the natural log of the raw score [LN(long-term debt-
to-assets ratio)]. This reduced the skewedness statistic from 1.828 to -0.244 and reduced the 
kurtosis statistic from 6.783 to -0.874. 
Number of Individuals Involved in Management 
 As mentioned earlier, the number of individuals involved in managing a firm impacts 
how much information the firm’s decision-makers (in aggregate) can consider. It also impacts 
the extent to which social antecedents exercise an influence on escalation behavior. Firms with 
more individuals involved in management have decision-making teams which can consider more 
information (Henderson & Fredrickson, 1996). This can impact the amount of multi-causal (as 
opposed to uni-causal) information a firm’s decision-makers consider, leading teams with more 
decision-makers to arrive at different conclusions regarding the relative attractiveness of a 
certain course of action. Firms with more individuals involved in management also have 
decision-making teams in which “groupthink” and other social antecedents can encourage 
escalation of commitment (Hogg & Terry, 2000; Myers & Lamm, 1976; Sleesman et al., 2012) 
due to conformity of perception and judgment among group members. While the number of 
individuals involved in management can impact the information processing and escalation of 
commitment behaviors of decision-makers in the firm, it is a firm-level difference that cannot be 
easily altered
35
. Therefore, this study has not focused on number of individuals involved in 
                                                             
35 Altering the number of individuals involved in management is arguably easier to change than other firm-level 
differences. However, it is often the case that multiple family members with significant ownership stakes in the 
business and/or central roles in the family are not quickly and easily excludable from decision-making which 
impacts management of the family business. 
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management as an independent variable. Because of its influence on the independent and 
dependent variables, however, this study controlled for the number of individuals involved in 
management by asking respondents four questions (Appendix 1, Questions 7-10), two of which 
(Appendix 1, Questions 9-10) were adapted from the Experience subscale of Astrachan et al.’s 
(2002) F-PEC scale which measure the extent to which family members participate in 
management of the firm. Question 7 from Appendix 1 was utilized in the analyses below as the 
control variable measure for number of individuals involved in management (higher values 
interpreted as representing a greater number of individuals involved in management), and 
missing data for this question resulted in listwise deletion of the entire case from the final set of 
data analyzed. 
The values for number of individuals involved in management exhibited slight positive 
skewedness and kurtosis
36
. Given these deviations from normal distribution, the values for these 
measures were transformed. Scores for number of individuals involved in management were 
transformed by calculating the natural log of the raw scores plus a constant [LN(number of 
individuals involved in management + 1)]. This reduced the skewedness statistic from 2.105 to 
0.316 and reduced the kurtosis statistic from 5.564 to 0.326. 
Devotion to Non-Financial Goals 
 As mentioned earlier, all non-financial goals have some sort of financial repercussions. 
While the study of non-financial goals for their own merits is a highly interesting area of family 
business research (Astrachan & Jaskiewicz, 2008), a priori devotion to non-financial goals is an 
individual and firm-level difference which cannot be easily altered. Therefore, this study chose 
                                                             
36 The presence of skewedness in the number of individuals involved in management is not surprising, given the 
presence of skewedness in the firm age variable and the frequent correlation of these two variables. However, 
firm size did not display skewedness, and this variable is also frequently correlated with the former two as well. 
Given this difference, transformations were performed on firm age and number of individuals involved in 
management separately. 
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initially to not focus on a priori devotion to non-financial goals as an independent variable. The 
study controlled for firms which, a priori, are more oriented toward non-financial goals, since it 
is difficult to assess the relative consideration of both types of goals the more a firm is, a priori, 
devoted to non-financial goals. The study adapted two questions (Appendix 1, Questions 13-14) 
from Heck et al.’s (2000) National Family Business Survey. These questions ask respondents the 
extent to which their business is a way of life or a way to earn income and the extent to which 
family or business priorities come first (five-point Likert scales)
37
. Higher scores for these two 
questions were interpreted as representing higher levels of devotion to non-financial goals. 
Missing data for either of these questions resulted in listwise deletion of the entire case from the 
final set of data analyzed. The absolute value of the skewedness and kurtosis statistics for both of 
these measures was close to or less than one, so these variables were deemed to be normal. 
Need for Cognitive Closure 
 As mentioned earlier, need for cognitive closure is an individual difference in 
psychological predisposition whereby certain individuals have more of a need for structure and 
predictability, and less of an open mind toward ambiguity, than others (Webster & Kruglanski, 
1994). It is well established as an important antecedent to information search (Schenkel, 
Matthews, & Ford, 2009) and decision-making (Kruglanski & Webster, 1996) behaviors. In 
other words, individuals with a greater need for cognitive closure may make greater use of the 
representativeness heuristic and may be more likely to consider decision options in isolation. 
While need for cognitive closure can impact cognition and escalation of commitment behavior, it 
                                                             
37 These questions could be considered a proxy for a number of other factors which are more truly indicative of a 
priori devotion to non-financial goals. However, in the interest of maintaining parsimony in the survey instrument, 
the author chose to use these two questions as the measures of a priori devotion to non-financial goals. 
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is an individual difference that cannot be easily altered
38
. Therefore, this study has not focused 
on need for cognitive closure as an independent variable. Because of its influence on the 
independent and dependent variables, however, this study controlled for need for cognitive 
closure by employing a modified, 4-item version of Roets and Van Hiel’s (2011) 15-item Need 
for Closure scale (Appendix 1, Questions 21.a.-21.d.)
39
. These questions are illustrated in 
Appendix 1. The scores for each of these four measures were summed to create an index 
variable, with higher values interpreted as representing higher levels of need for cognitive 
closure. Missing data for this variable resulted in listwise deletion of the entire case from the 
final analysis. The absolute value of the skewedness and kurtosis statistics for this variable was 
less than one, so this variable was deemed to be normal. 
 
Chapter VI – Results & Analysis 
 
Response Rate 
As mentioned earlier, this research distributed an online survey research instrument to 
99,359 small businesses across the US in cooperation with several industry associations and with 
the help of a survey research vendor. It received 2,036 total responses for an overall response 
rate of 2.0%. 
  
                                                             
38 It may be easier to alter need for cognitive closure than some of the other individual differences included in this 
study as control variables. However, it is included as a control variable rather than as an independent variable in 
this study for reasons of theoretical parsimony. 
39 To avoid survey fatigue and increase response rate, this study shortened the original 15-item scale to a 4-item 
scale by selecting the four items of the original scale with the highest reported factor loadings in Roets and Van 
Hiel’s (2011) scale which still measured distinct aspects of NFCC (i.e., questions with high factor loadings which the 
author considered to be duplicative were omitted). 
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Response Rates – Industry Associations 
Specifically, a link to the survey instrument was emailed by the author to 69 members of 
the Goering Center for Family Business (business.uc.edu/centers/goering.html), followed by 
reminder emails and phone calls to maximize the response rate. In total, 60 of these 69 
individuals responded and 44 of these individuals provided complete responses for an overall 
response rate of 87.0% and a complete response rate of 63.8%. After data cleansing the number 
of usable responses was further reduced to 29 for a final response rate of 42.0%. 
Additionally, the author emailed a link to the survey instrument in parallel to a population 
of 100 small business owner-managers in the Tri-State (Ohio, Indiana, & Kentucky) area who 
were not members of the Goering Center, followed by reminder emails and phone calls to 
maximize the response rate. In total, 46 of these individuals responded and 29 of these 
individuals provided complete responses for an overall response rate of 46.0% and a complete 
response rate of 29.0%. After data cleansing the number of usable responses was further reduced 
to 11 for a final response rate of 11.0%. 
A link to the survey instrument was also emailed by the author to 78 members of the 
California Family Business Association (www.myfba.org). In total, 35 of these individuals 
responded and 16 of these individuals provided complete responses for an overall response rate 
of 44.9% and a complete response rate of 20.5%. After data cleansing the number of usable 
responses was further reduced to seven for a final response rate of 9.0%. 
A link to the survey instrument was also emailed to 391 members of the Precision 
Machined Parts Association (www.pmpa.org) by the director of the association without reminder 
emails or phone calls. In total, 67 of these individuals responded and 41 provided complete 
responses for an overall response rate of 17.1% and a complete response rate of 10.5%. After 
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data cleansing the number of usable responses was further reduced to 28 for a final response rate 
of 7.2%. 
A link to the survey instrument was also emailed by the author to 280 members of the 
Ohio Cattlemen’s Association (www.ohiocattle.org) without reminder emails or phone calls. In 
total, two of these individuals responded and both provided complete responses for an overall 
and complete response rate of 0.7%. After data cleansing the number of usable responses was 
further reduced to one for a final response rate of 0.4%. 
A link to the survey instrument was also emailed by two of the author’s colleagues to 391 
members of the California Family Winemakers’ Association (www.familywinemakers.org) 
without reminder emails or phone calls. In total, seven of these individuals responded and four of 
these individuals provided complete responses for an overall response rate of 1.8% and a 
complete response rate of 1.0%. After data cleansing the number of usable responses was further 
reduced to two for a final response rate of 0.5%. 
Response Rate – Survey Research Vendor 
Finally, the author cooperated with the survey research arm of Qualtrics 
(www.qualtrics.com), the software provider for its’ online survey, to reach out to a panel of 
small businesses in a number of different industries with a link to the survey instrument. 
Qualtrics distributed 98,050 survey invitations and received responses from 1,819 small business 
panelists, 510 of whom remained in the respondent pool after screening tests for company size 
(less than 500 employees) and for whether the firm was a family business (50% of the 
respondents had to be family businesses), for an overall response rate of 1.9% and an adjusted 
response rate of 0.5%. 285 of the remaining respondents provided complete responses for a 
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complete response rate of 0.3%. After data cleansing the number of usable responses was further 
reduced to 139 for a final response rate of 0.1%. 
Tests for Nonresponse Bias 
 Based on the nonresponse bias estimation method (last respondent variation) suggested 
by Armstrong and Overton (1977), the responses above were divided into two “waves,” early 
responders and late responders, by splitting each sample at the midpoint of the time/date stamps 
of when each respondent finished his/her survey. Respondents’ percentage responses to Question 
1 from Appendices 2-3 were used to measure the magnitude of nonresponse bias. In the Goering 
Center sample, the overall average response was 74.04, the average response of early 
respondents was 69.48, the average response of late respondents was 78.82, and the extrapolated 
response for non-respondents was 83.57. In the Tri-State (Ohio-Indiana-Kentucky) sample, the 
overall average response was 67.77, the average response of early respondents was 74.14, the 
average response of late respondents was 62.53, and the extrapolated response for non-
respondents was 56.72. In the California Family Business Association sample, the overall 
average response was 80.86, the average response of early respondents was 79.63, the average 
response of late respondents was 81.62, and the extrapolated response for non-respondents was 
82.64. In the Precision Machined Parts Association sample, the overall average response was 
67.36, the average response of early respondents was 69.72, the average response of late 
respondents was 65.73, and the extrapolated response for non-respondents was 63.71. In the 
California Family Winemakers’ Association sample, the overall average response was 68.25, the 
average response of early respondents was 65.50, the average response of late respondents was 
71.10, and the extrapolated response for non-respondents was 74.30. In the Qualtrics sample, the 
overall average response was 73.26, the average response of early respondents was 72.53, the 
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average response of late respondents was 74.59, and the extrapolated response for non-
respondents was 75.62. Thus, the magnitude of nonresponse bias (Sivo, Saunders, Chang, & 
Jiang, 2006) was -1.38 response percentage points in the Goering Center sample, 5.96 in the tri-
state (Ohio/Indiana/Kentucky) snowball sample, -0.98 in the California Family Business 
Association sample, 3.03 in the Precision Machined Parts Association sample, -5.94 in the 
California Family Winemakers’ Association sample, and -2.32 in the Qualtrics sample. It was 
not possible to estimate nonresponse bias for the Ohio Cattlemen’s Association sample, because 
there was only one complete response from this group of respondents. Overall, these results 
suggest a weighted deviation of just -2.90 percentage points. In other words, participants who 
responded to the survey reported an average answer (72.65) for Question 1 from Appendices 2-3 
which was slightly less than three percentage points lower than the estimated average response 
(75.55) of the entire population surveyed. This represents very little nonresponse bias. 
 Subsequently, responses of early versus late responders for one question selected from 
among the measures of each of the independent variables, moderators, and dependent variables 
(Questions 19, 27, 36, and 40 from Appendix 1 and Questions 1 and 6.e. from Appendices 2-3) 
were tested for significant differences. While it was not possible to measure mean differences in 
the Ohio Cattlemen’s Association sample (only one complete response), the mean responses for 
early and late respondents were not significantly different for any of the questions in any of the 
sample groups (see Table 2). This also represents very little nonresponse bias. 
 
---------------------------------- 
INSERT TABLE 2 HERE 
---------------------------------- 
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Linearity, Homoscedasticity, & Outlier Checks 
Scatter plots of each of the variables described above against each other revealed no 
noticeable curvilinear relationships. Thus, the assumption of linearity can be upheld. Checks for 
homoscedasticity also revealed no pattern in the residuals of the dependent variables. Univariate 
and multivariate outlier checks for all the variables (confidence interval four standard deviations 
from the mean) were conducted and 16 outliers were identified. These outliers were excluded 
from the factor analyses and hypothesis tests below. 
Factor Analyses 
Since the online survey instrument contained multiple individual measures for each of the 
independent variables, the dependent variable, and some of the control variables, the author 
conducted factor analysis on the individual measures in the final pool of 219 responses. Factor 
analysis results are presented in Tables 3-18 and described below. 
 
---------------------------------- 
INSERT TABLES 3-18 HERE 
---------------------------------- 
 
Factor Analysis – Independent Variable Measures 
Non-Financial Logic 
 The online survey instrument distributed to all of the above-mentioned respondents 
contained five questions designed to measure non-financial logic (Appendix 1, Questions 15-16 
and 18-20). The online survey instrument distributed to the Precision Machined Parts 
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Association, the Ohio Cattlemen’s Association, and the California Family Winemakers’ 
Association, as well as the online survey instrument distributed to Qualtrics’ panel of small 
businesses (in total 170 (77.6%) of the respondents in final respondent pool), also contained an 
additional question (Appendix 1, Question 17). This question was included after factor analysis 
of initial responses to the survey indicated that inclusion of an additional question could generate 
better factor loadings and reliability scores for one of the factors in this initial factor analysis. 
Exploratory factor analysis (EFA) of the full set of 219 responses to these individual 
survey measures using principal components extraction and varimax rotation revealed two 
factors (see Table 3). Questions 16-19 from Appendix 1 loaded on one factor (all factor loadings 
above .500), termed by the author to be “preference for ownership, control, & family 
involvement.” The other two measures, preference for pursuit of pet projects and avoidance of 
conflict (Questions 15 and 20 from Appendix 1), loaded on a separate factor (both factor 
loadings above .600), termed by the author to be “preference for pet projects & avoidance of 
conflict.” 
 Preference for Ownership, Control, & Family Involvement. Based on the EFA results, the 
author performed confirmatory factor analysis (CFA) using maximum likelihood extraction on 
Questions 16-19 from Appendix 1. For the set of three questions asked of all 219 respondents 
(Questions 16, 18, and 19), factor loadings for all three questions were greater than .300 (see 
Table 4) and Cronbach’s Alpha was .640. For the set of four questions (Questions 16-19) asked 
of 170 of the respondents, factor loadings for all four questions were greater than .400 (see Table 
5) and Cronbach’s Alpha was .765. Despite the fact that factor loadings and Cronbach’s Alpha 
were higher for the set of four questions, because nearly 25% of the respondents were not 
presented with Question 17, an index variable was created for the three-question set of measures 
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described above (Questions 16, 17, and 19), since the three-measure set captured more of the 
respondents than the four-question set. The index variable was created by summing the scores of 
respondents’ answers for each of the relevant component questions (scores ranged from one to 
five for each question). Higher values for this variable were interpreted to represent higher levels 
of non-financial logic. The absolute value of the skewedness and kurtosis statistics for both of 
these variables were less than one, so these variables was deemed to be normal. 
 Preference for Pet Projects & Avoidance of Conflict. It was not possible to perform CFA 
on this pair of two questions (Questions 15 & 20 from Appendix 1), since there were only two 
measures, and Cronbach’s Alpha for the two-measure pair was relatively low at .316. Despite 
this low reliability score, however, the author created an index variable for Questions 15 and 20 
because these measures represent a different aspect of adherence to non-financial logic than 
Questions 16-19. The index variable was created by summing the scores of respondents’ answers 
for each of the relevant component questions (scores ranged from one to five for each question). 
Higher values for this variable were interpreted to represent higher levels of non-financial logic. 
The absolute value of the skewedness and kurtosis statistics for this variable was less than one, 
so this variable was deemed to be normal. 
Use of the Representativeness Heuristic 
 The online survey instrument distributed to all of the above-mentioned respondents 
contained ten questions designed to measure use of the representativeness heuristic (Appendices 
2-3, Questions 2, 3.a., 3.b., 3.d, 3.e., 5, 6.a., 6.b., 6.d. and 6.e.). The online survey instrument 
distributed to the Precision Machined Parts Association, the Ohio Cattlemen’s Association, and 
the California Family Winemakers’ Association, as well as the online survey instrument 
distributed to Qualtrics’ panel of small businesses (in total 170 (77.6%) of the respondents in 
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final respondent pool), also contained two additional questions (Appendices 2-3, Questions 3.c. 
and 6.c.). These questions were included after factor analysis of initial responses to the survey 
indicated that inclusion of these additional questions could generate better factor loadings and 
reliability scores for one of the factors in this initial factor analysis. 
EFA of the full set of 219 responses to these individual survey measures using principal 
components extraction and varimax rotation revealed four factors (see Table 6). Questions 2, 5, 
3.d., and 6.d. from Appendices 2-3 loaded on one factor (all factor loadings above .200), termed 
by the author to be “open-mindedness to different opinions, advice, assistance, or possibilities.” 
Questions 5 and 6.d. also displayed significant cross-loadings on factor 4 (described below), and 
Question 3.d. also displayed a significant cross-loading on factor 2 (described below). Questions 
2 and 5 were dichotomous measures of respondents’ qualitative descriptions of their 
representativeness heuristic use, whereas Questions 3.d. and 6.d. were Likert-scale 
measurements of respondents’ recognition of mean regression. Given this fact, Questions 2 and 5 
were retained as part of factor 1 and Questions 3.d. and 6.d. were analyzed separately, since 
doing so had the highest content validity. Questions 3.a., 3.b., 3.c., and 6.a. from Appendices 2-3 
loaded on a second factor (all factor loadings above .500), termed by the author to be 
“insensitivity to base rate frequency & over-weighting of isolated positive information.” 
Questions 3.e. and 6.e. from Appendices 2-3 loaded on a third factor (both factor loadings above 
.700), termed by the author to be “preference for redundant indicators from prior experience.” 
Questions 6.b. and 6.c. from Appendices 2-3 loaded on a fourth factor (both factor loadings 
above .700), termed by the author to be “over-weighting of isolated negative information.” 
 Open-Mindedness to Different Opinions, Advice, Assistance, or Possibilities. It was not 
possible to perform CFA on the pair of two dichotomous questions coding respondents’ 
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qualitative descriptions of their representativeness use (Questions 2 and 5) separately, since there 
were only two measures, and Cronbach’s Alpha for the two-measure pair was low at .241. 
Despite the low reliability score, the author created an index variable consisting of Questions 2 
and 5. The index variable was created by summing the scores of respondents’ answers for each 
of the relevant component questions (scores were either one or two for Questions 2 and 5). 
Higher scores for this variable were interpreted to represent LOWER levels of representativeness 
heuristic use. The absolute value of the skewedness and kurtosis statistics for this variable was 
less than one, so this variable was deemed to be normal. 
 Insensitivity to Base Rate Frequency & Over-Weighting of Isolated Positive Information. 
Based on the EFA results, the author performed CFA using maximum likelihood extraction on 
Questions 3.a., 3.b., 3.c., and 6.a. from Appendices 2-3. For the set of four questions 3.a., 3.b., 
3.c., and 6.a., factor loadings for all of the questions were greater than .300 (see Table 7) and 
Cronbach’s Alpha was somewhat low at .533. For the set of three questions 3.a., 3.b., and 6.a., 
factor loadings for all of the questions were greater than .300 (see Table 8), but Cronbach’s 
Alpha was even lower at .409. It was not possible to perform CFA on the pair of two questions 
3.a. and 6.a. (the questions which measured insensitivity to base rate frequency) separately, since 
there were only two measures, and Cronbach’s Alpha for the two-measure pair was low at .377. 
It was also not possible to perform CFA on the pair of two questions 3.b. and 3.c. (the questions 
which measured over-weighting of isolated positive information) separately, since there were 
only two measures, and Cronbach’s Alpha for the two-measure pair was higher, but still 
relatively low, at .430. 
Despite the low factor loadings and reliability scores mentioned earlier, however, the 
author chose to create three different index variables from the measures above. Although the 
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four-measure combination had a higher reliability score, because nearly 25% of the respondents 
were not presented with question 3.c., an index variable was created for the three-question set of 
measures described above (Questions 3.a., 3.b., and 6.a.), since the three-question set captured 
more of the respondents than the four-question set. Because Questions 3.a. and 6.a. measure a 
different aspect of representativeness heuristic use than Questions 3.b. and 3.c. (i.e., grouping 
these two pairs of measures in this manner had the highest content validity), index variables were 
also created for both two-question sets of measures described above despite the absence of CFA 
factor loading calculations and the low reliability scores. 
The index variable for the three-question set of measures was created by summing the 
scores of respondents’ answers for Question 3.b. and the reverse-coded scores of respondents 
answers for Questions 3.a. and 6.a. (scores for each of the questions ranged from one to five). 
The index variables for the two two-question sets of measures were created by summing the 
scores of respondents’ answers to each of the relevant component questions (scores for each of 
the questions ranged from one to five). Higher values for the three-measure combination variable 
were interpreted as representing higher levels of representativeness heuristic use. Higher values 
for the two-measure variable measuring over-weighting of isolated positive information were 
also interpreted as representing higher levels of representativeness heuristic use. The two-
measure variable measuring insensitivity to base rate frequency was retitled “recognition of base 
rate frequency,” and higher values for this variable were interpreted as representing lower levels 
of representativeness heuristic use. The absolute value of the skewedness and kurtosis statistics 
for each of these three variables was close to or less than one, so these variables were deemed to 
be normal. 
   
 
92 
 
Over-Weighting of Isolated Negative Information. It was also not possible to perform 
CFA on the pair of two questions 6.b. and 6.c. (the questions which measured over-weighting of 
isolated negative information) separately, since there were only two measures, but Cronbach’s 
Alpha for the two-measure pair was a respectable .825. An index variable was created for the 
two-measure pair by summing the scores of respondents’ answers for each of the relevant 
component questions (scores for each of the questions ranged from one to five). Higher values 
for this variable were interpreted as representing higher levels of representativeness heuristic use. 
The absolute value of the skewedness and kurtosis statistics for this variable was less than one, 
so this variable was deemed to be normal. 
 Preference for Redundant Indicators Based on Prior Experience. It was not possible to 
perform CFA on the pair of two questions 3.e. and 6.e. (the questions which measured preference 
for redundant indicators based on prior experience) separately, since there were only two 
measures, and Cronbach’s Alpha for the two-measure pair was somewhat low, but borderline, at 
.581. An index variable was created for the two-measure pair by summing the scores of 
respondents’ answers for each of the relevant component questions (scores for each of the 
questions ranged from one to five). Higher values for this variable were interpreted as 
representing higher levels of representativeness heuristic use. The absolute value of the 
skewedness and kurtosis statistics for this variable was less than one, so this variable was 
deemed to be normal. 
Insensitivity to Mean Regression. While the EFA described above did not reveal a strong 
correlation between the two questions which measured insensitivity to mean regression 
(Questions 3.d. and 6.d.), the author chose to create an index variable to represent insensitivity to 
mean regression anyway, since grouping these two measures together is consistent with the 
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content validity adhered to with the rest of the measures of representativeness described above. It 
was not possible to perform CFA on the pair of two questions 3.d. and 6.d. separately, since there 
were only two measures, and Cronbach’s Alpha for the two-measure pair was low at .306. 
Despite the absence of CFA factor loading calculations and the low reliability score, an index 
variable was created for the two-measure pair by summing the scores of respondents’ answers 
for each of the relevant component questions (scores for each of the questions ranged from one 
to five). This independent variable was retitled “recognition of mean regression,” and higher 
values for this variable were interpreted as representing lower levels of representativeness 
heuristic use. The absolute value of the skewedness and kurtosis statistics for this variable was 
less than one, so this variable was deemed to be normal. 
Selective vs. Comparative Information Processing 
 Selective versus comparative information processing was an experimental manipulation 
with two groups. As such, it does not have multiple measures for which factor analysis is 
necessary. 
Involvement with Industry Associations 
 The online survey instrument distributed to all of the above-mentioned respondents 
contained five questions designed to measure involvement with industry associations (Appendix 
1, Questions 23-24 and 26-28)
40
. The online survey instrument distributed to the Precision 
Machined Parts Association, the Ohio Cattlemen’s Association, and the California Family 
Winemakers’ Association, as well as the online survey instrument distributed to Qualtrics’ panel 
of small businesses (in total 170 (77.6%) of the respondents in final respondent pool), also 
contained an additional question (Appendix 1, Question 29). This question was included after 
                                                             
40 Questions 23, 26, and 27 were not included in the version of the survey distributed to members of the Goering 
Center for Family Business. This data was supplied directly by the association. 
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factor analysis of initial responses to the survey indicated that inclusion of an additional question 
could generate better factor loadings and reliability scores for one of the factors in this initial 
factor analysis. 
EFA of the full set of 219 responses to these individual survey measures using principal 
components extraction and varimax rotation revealed two factors (see Table 9). Questions 23, 24, 
27, 28, and 29 from Appendix 1 loaded on one factor (all factor loadings above .200), termed by 
the author to be “industry association participation & satisfaction.” Question 26 loaded on a 
different factor (factor loading .900) and was discarded from further analysis. 
Industry Association Participation & Satisfaction. Based on the EFA results, the author 
performed CFA using maximum likelihood extraction on Questions 23, 24, 27, 28, and 29 from 
Appendix 1. For the set of all five questions, factor loadings for each of the questions were above 
.100 (see Table 10) and Cronbach’s Alpha was very low at .079. For the set of four questions 24, 
27, 28, and 29, factor loadings for all four questions were above .300 (see Table 11) and 
Cronbach’s Alpha was relatively acceptable at .613. For the set of three questions 24, 27, and 28 
(one question about satisfaction with the association, one question about frequency of attendance 
at association events, and one question about usage of the association’s website) asked of all 219 
respondents, factor loadings for all three questions were greater than .400 (see Table 12), but 
Cronbach’s Alpha was somewhat low at .493. For the set of three questions 24, 28, and 29 (one 
question about satisfaction with the association and two questions about usage of the 
association’s website) asked of 170 of the respondents, factor loadings for all three questions 
were above .500, and Cronbach’s Alpha was relatively acceptable at .608 (see Table 13). It was 
not possible to perform CFA on the pair of two questions 28 and 29 (the two questions which 
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measured usage of the association’s website) separately, since there were only two measures, and 
Cronbach’s Alpha for the two-measure pair was somewhat low, but borderline, at .534. 
Although the other combinations of the measures had higher reliability scores, because 
nearly 25% of the respondents were not presented with question 29, an index variable was 
created for Questions 24, 27, and 28, since this three-question set captured more of the 
respondents than the four-question set. The index variable was created by summing the scores of 
respondents answers for Question 24 and the reverse-coded scores for respondents’ answers for 
Questions 27 and 28 (scores for Question 24 ranged from one to five and scores for Questions 27 
and 28 ranged from one to eight for each question). Higher levels of this variable were 
interpreted as representing higher levels of industry association involvement. The absolute value 
of the skewedness and kurtosis statistics for this variable was close to or less than one, so this 
variable was deemed to be normal. 
Factor Analysis – Moderator Variable Measures 
 The online survey instrument contained three questions designed to measure company 
size. Question 31 from Appendix 1 measured total number of employees, Question 33 from 
Appendix 1 measured gross annual revenues, and Question 40 from Appendix 1 measured total 
assets. EFA of these questions using principal components extraction and varimax rotation 
revealed a single factor (see Table 14). CFA using maximum likelihood extraction was 
subsequently performed on the three questions. For the set of all three questions, factor loadings 
each of the questions were above .700 (see Table 15), and Cronbach’s Alpha was a very 
respectable .851. Based on these results, an index variable was created by summing the scores of 
respondents’ answers for each of the relevant component questions (scores for Question 31 
ranged from one to eight, and scores for Questions 33 and 40 ranged from one to 10 for each 
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question). Higher levels of this variable were interpreted to represent higher levels of firm size. 
The absolute value of the skewedness and kurtosis statistics for this variable was less than one, 
so this variable was deemed to be normal. 
Factor Analysis – Dependent Variable Measures 
 The online survey instrument contained three questions designed to measure business 
performance proxies of financial escalation of commitment (Appendix 1, Questions 32, 34, and 
36). The online survey instrument also contained two questions designed to measure financial 
escalation of commitment in specific decision-making scenarios (Appendices 2-3, Questions 1 
and 4). These questions were also augmented with archival data to create three additional proxy 
measures of financial escalation of commitment, termed by the author to be measure 32’ 
(employee growth rate scaled in comparison to the industry average and converted to a 
dichotomous variable), measure 34’ (revenue growth rate scaled in comparison to the industry 
average and converted to a dichotomous variable), and web change rate (a reflection of the 
historical rate of change in each firm’s internet presence). Finally, revenue growth was also 
calculated using archival data on respondent firms’ annual revenues to create an additional proxy 
measure of financial escalation of commitment. 
EFA of the above-described measures using principal components extraction and varimax 
rotation revealed four factors (see Table 16). Questions 32, 34, and 36 from Appendix 1 loaded 
on one factor (all factor loadings above .600), termed by the author to be “Financial Escalation of 
Commitment – Self-Report Firm Performance Measures.” Measures 32’, 34’, and the web 
change rate measure loaded on a second factor (all factor loadings above .500). Since measures 
32’ and 34’ were intended to be utilized as dichotomous dependent variables in logistic 
regression, the web change rate measure was termed by the author to be “Financial Escalation of 
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Commitment – Strategic Change Measure,” and it is examined below as a separate, single 
measure (higher levels interpreted to represent lower levels of financial escalation of 
commitment). Since growth in revenues with costs held constant will produce higher 
profitability, while growth in employee costs with revenues held constant will produce lower 
profitability, measure 34’ was utilized as the dichotomous measure of financial escalation of 
commitment, termed by the author to be “Financial Escalation of Commitment – Dichotomous 
Measure,” and measure 32’ was discarded from further analysis. Questions 1 and 4 from 
Appendices 2-3 loaded on a third factor (both factor loadings above .600), termed by the author 
to be “Financial Escalation of Commitment – Decision-Making Scenarios.” The archival 
measure of revenue growth loaded on a fourth factor (factor loading .862), termed by the author 
to be “Financial Escalation of Commitment – Archival Firm Performance Measure,” and it is 
examined below as a separate, single measure (higher values interpreted to represent lower levels 
of financial escalation of commitment). 
Financial Escalation of Commitment – Self-Report Firm Performance Measures. Based 
on the EFA results, the author performed CFA using maximum likelihood extraction on 
Questions 32, 34, and 36 from Appendix 1. Factor loadings for all three measures were above 
.500 (see Table 17), and Cronbach’s Alpha for the three-measure scale was good at .698. An 
index variable was created for the three-measure scale by summing the transformed scores for 
Question 34 and Question 36 (see measures section above) and subtracting from these the scores 
for Question 32. Higher levels of this variable were interpreted as representing higher levels of 
financial escalation of commitment. The absolute value of the skewedness and kurtosis statistics 
for this variable was less than one, so this variable was deemed to be normal. 
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Financial Escalation of Commitment – Decision-Making Scenarios. It was not possible to 
perform CFA on the pair of two measures of success likelihood estimates from the decision-
making scenarios (Questions 1 and 4 from Appendices  2-3) separately, since there were only 
two measures, and Cronbach’s Alpha for the two-measure pair was quite low at just .163. 
Nevertheless, an index variable was created for the two-measure pair based on their high EFA 
loadings (both above .700) and because of the high content validity of grouping the two 
measures together. The index variable was created by subtracting the score for Question 4 from 
the score for Question 1. Higher levels of this variable were interpreted to represent higher levels 
of financial escalation of commitment. The absolute value of the skewedness and kurtosis 
statistics for this variable was less than one, so this variable was deemed to be normal. 
Factor Analysis – Control Variable Measures41 
Level of Slack Resources 
 The online survey instrument contained four questions designed to measure level of slack 
resources (Appendix 1, Questions 37-40) which were converted into measures of firm current 
ratio and firm long-term debt-to-assets ratio (see methods section above). It was not possible to 
perform CFA on the pair of two measures current ratio and debt-to-equity ratio separately, since 
there were only two measures, and Cronbach’s Alpha for the two-measure pair was very low at 
.094. Given this low reliability score, no index variable was created for level of slack resources 
and both individual measures were included as control variables in the hypothesis tests described 
below. 
  
                                                             
41 Level of slack resources, devotion to non-financial goals, and need for cognitive closure were the only control 
variables with multi-item measures. The rest of the control variables were single-item measures. 
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Devotion to Non-Financial Goals 
 The online survey instrument contained two questions designed to measure the overall 
devotion of respondents to non-financial goals (Appendix 1, Questions 13 and 14). It was not 
possible to perform CFA on the pair of two Questions 13 and 14 from Appendix 1, since there 
were only two measures, and Cronbach’s Alpha for the two-measure pair was an unintelligible    
-.239. Given this nonsensical reliability score, no index variable was created for level of slack 
resources and both individual measures were included as control variables in the hypothesis tests 
described below. 
Need for Cognitive Closure 
 The online survey instrument contained four questions designed to measure respondents’ 
need for cognitive closure (Appendix 1, Questions 21.a.-21.d.). Because these questions were 
adapted from a previously-validated scale, no EFA was performed. CFA using maximum 
likelihood extraction, however, was performed on the four questions. Factor loadings for each of 
the questions were above .300 (see Table 18), and Cronbach’s Alpha was a respectable .708. 
Based on these results, an index variable was created by summing the scores of respondents’ 
answers for each of the relevant component questions (scores for each of the questions ranged 
from one to five). Higher values for this variable were interpreted to represent higher levels of 
need for cognitive closure. The absolute value of the skewedness and kurtosis statistics for this 
variable was less than one, so this variable was deemed to be normal. 
Descriptive Statistics 
 The 219 firms represented in the final sample consisted of 128 family firms (58% of the 
sample) and 91 non-family firms
42
. Firms ranged in age from one year old to 330 years old
43
, 
                                                             
42 Non-family firms were also included in the sample to allow for post-hoc analysis of differences between family 
and non-family firms. 
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with an average age of 42.35 years old. The number of individuals involved in managing these 
firms ranged from one to 25, with an average of 4.72 individuals involved in management. Two 
of the firms were from the agriculture industry, 13 of the firms were from the 
mining/utilities/construction industries, 56 of the firms were from the manufacturing industry, 31 
of the firms were from the retail & wholesale trade industry, 80 of the firms were from the 
technology/financial/professional services industries, 18 of the firms were from the 
education/health care industries, seven of the firms were from the entertainment/recreation/ 
hospitality industries, and 12 of the firms were from the non-profit/miscellaneous services 
industries. 
 The firms ranged in size from one to five employees to over 500 employees, with an 
average size of 11-20 employees. Their net change in employees during the period 2011-2013 
ranged from laying off over 100 to hiring over 100, with the average firm hiring one to five 
employees. The firms’ gross annual revenues ranged from less than $50,000 to over $100 
million, with the average firm earning $500,000-$1 million in gross annual revenues. Their net 
change in gross annual revenues during the period 2011-2013 ranged from contracting by more 
than $10 million to growing by more than $10 million, with the average firm growing its gross 
annual revenues by $25,000-50,000. The firms’ annual net income ranged from less than $5,000 
to over $5 million, with the average firm earning $100,000-500,000 in net income annually. 
Their net change in annual net income during the period 2011-2013 ranged from contracting by 
more than $500,000 to growing by more than $500,000, with the average firm growing its annual 
net income by $1,000-2,500. The firms’ current assets ranged from less than $50,000 to over 
$100 million, with the average firm having $500,000-$1 million in current assets. The firms’ 
current liabilities ranged from less than $50,000 to over $100 million, with the average firm 
                                                                                                                                                                                                    
43 This firm was excluded in the outlier analysis. The oldest firm included in the final data set was 171 years old. 
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having $250,000-500,000 in current liabilities. The firms’ long-term debt ranged from less than 
$50,000 to over $100 million, with the average firm having $100,000-250,000 in long-term debt. 
The firms’ total assets ranged from less than $50,000 to over $100 million, with the average 
firm, with the average firm having $500,000-$1 million in total assets. 
 Ninety of the firms reported revenue growth above the average for their industry and 109 
of the firms reported revenue growth below the average for their industry
44
. The archival figures 
for the firms’ revenue growth rate ranged from -2,584% to +44.19%, and the average archival 
figure for the firms’ revenue growth rate was -18.55%. The archival figure for change in the 
firms’ websites ranged from once every six years to once every five days, and the average 
archival figure for change in the firms’ websites was once every 41.29 days. The firms’ scores 
for the self-report firm financial performance index variable are summarized in Table 19. 
Respondents were 56.6% male and ranged in age from 22 to 80 years old, with an 
average age of 46.74 years old. Their scores on the need for cognitive closure index variable 
ranged from six to 20, with an average score of 14.81 (scale of 4-20, with higher values 
representing a greater need for cognitive closure). 104 of the respondents were exposed to the 
selective information processing condition, and 112 of the respondents were exposed to the 
comparative information processing condition. Their estimates for the likelihood of success in 
the first decision-making scenario (Appendices 2-3, Question 1 – future value negative) ranged 
from 10% to 100%, with an average score of 74.10%. Their estimates for the likelihood of 
success in the second decision-making scenario (Appendices 2-3, Question 4 – future value 
positive) ranged from 0% to 100%, with an average score of 33.99%. 58 of the respondents 
(26.5%) displayed open-mindedness in their qualitative responses to the first decision-making 
                                                             
44 For 20 of the firms, revenue growth was either equal to the industry average or there was no industry average 
revenue growth data available. 
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scenario, and 71 of the respondents (32.4%) displayed open-mindedness in their qualitative 
responses to the second decision-making scenario. Respondents’ scores for Question 13 from 
Appendix 1 (business as a way of life) ranged from one to five, with an average score of 3.99. 
Their scores for Question 14 from Appendix 1 (family needs first) also ranged from one to five, 
with an average score of 3.42. The averages and standard deviations for their scores for the 
adherence to non-financial logic index variable, the industry association involvement index 
variable, and the seven different dimensions of the representativeness heuristic use index 
variable are summarized in Table 19. 
 
---------------------------------- 
INSERT TABLE 19 HERE 
---------------------------------- 
 
Results
45
 
 This study applied stepwise hierarchical regression analysis, along with backward 
stepwise Wald logistic regression analysis for the dichotomous dependent variable measure, to 
test the hypotheses outlined above. Between two and four independent variables, one moderator 
variable, between two and nine interaction terms, and 16 control variables were included in each 
initial regression model, and insignificant variables were removed from the equation one at a 
time until all the remaining variables in the equation were significant. Because factor analysis 
revealed multiple dimensions of the dependent variables, as well as multiple dimensions of the 
                                                             
45 In the interest of presenting as much information as possible, this study will report any results with a significance 
level of p = .10 or below. Results with a significance level below p = .05 should be viewed as “strong findings,” 
whereas results with a significance level between p = .05 and p = .10 should be viewed as “interesting food for 
thought.” 
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independent variable representativeness heuristic use
46
, hypothesis tests were run on each 
dimension of the dependent variables and independent variables. These tests revealed significant 
differences in the results depending on which dimensions and data sources were used to 
operationalize the dependent and independent variables. Therefore, the results are presented 
below by dependent variable dimension, with subsections for each of the independent variable 
dimensions. Within the subsection on each independent variable measure, significant results for 
the independent variables, moderators, and interaction terms are presented first, followed by 
significant results for the control variables. An overview of the significant results for the 
independent variables, moderators, and controls is provided in Tables 20-26, and a detailed 
description of the results is reported in the Results section below. Interpretation of the results, 
including “plain language” descriptions of the implications of significant results, as well as a 
treatment of the limitations within which the results should be viewed, are presented in the 
Discussion section of this paper. 
 
---------------------------------- 
INSERT TABLES 20-26 HERE 
---------------------------------- 
 
  
                                                             
46 Since the hypothesis tests revealed no significant differences in the impact of the two different dimensions of 
adherence to non-financial logic on financial escalation of commitment, adherence to non-financial logic was 
operationalized in all tests involving financial escalation of commitment as the dependent variable as preference 
for ownership, control, and family involvement because this operationalization captured the most information 
from respondents’ survey answers. 
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Adherence to Non-Financial Logic 
Adherence to Non-Financial Logic Operationalized as a Preference for Ownership, Control, and 
Family Involvement 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable as a significant predictor of adherence to non-financial logic 
operationalized as a preference for ownership, control, and family involvement. 
 Industry association involvement was positively predictive of adherence to non-financial 
logic operationalized as a preference for ownership, control, and family involvement (r = 
.123, p = .075). Hypothesis H.6.a.iii. predicts that decision-makers in family firms who are 
more involved in industry associations will adhere to lower levels of non-financial logic. This 
result contradicts hypothesis H.6.a.iii., since it suggests that small family firm decision-
makers who are more involved in their industry associations are more likely to follow non-
financial logic. While a significance level of p = .075 does not provide strong evidence of a 
relationship, it is interesting food for thought. 
Control Variables. The hypothesis tests revealed three control variables as significant 
predictors of adherence to non-financial logic operationalized as a preference for ownership, 
control, and family involvement. 
 The number of individuals involved in management was negatively predictive of adherence to 
non-financial logic operationalized as a preference for ownership, control, and family 
involvement (r = -.136, p = .052). While a significance level of p = .052 is just above the 
cutoff to consider this result strong evidence of a relationship, it is interesting food for 
thought. 
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 Primary operation in the retail & wholesale trade industry was positively predictive of 
adherence to non-financial logic operationalized as a preference for ownership, control, and 
family involvement (r = .141, p = .043). 
 Primary operation in the non-profit/miscellaneous services industries47 was negatively 
predictive of adherence to non-financial logic operationalized as a preference for ownership, 
control, and family involvement (r = -.133, p = .055). While a significance level of p = .055 
is just above the cutoff to consider this result strong evidence of a relationship, it is 
interesting food for thought. 
Adherence to Non-Financial Logic Operationalized as a Preference for Pet Projects and 
Avoidance of Conflict 
Independent Variables, Moderator, & Interaction Terms. One independent variable 
surfaced in the hypothesis tests as a significant predictor of adherence to non-financial logic 
operationalized as a preference for pet projects and avoidance of conflict. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was positively predictive of adherence to non-financial 
logic operationalized as a preference for pet projects and avoidance of conflict (r = .253, p = 
.000). While devotion to non-financial goals was utilized in this analysis as a control variable 
measuring overall level of non-financial logic, rather than as a measure of a specific type of 
                                                             
47
 Non-profit firms could be considered 100% devoted a priori to non-financial goals. They are also rarely “owned” 
by multiple family members the way other family firms are. There were 12 non-profit/miscellaneous services firms 
in the data set, and two of these were excluded from the final analysis after outlier checks. Of the remaining 10 
firms, four were miscellaneous services firms (two auto repair shops, a beauty salon, and a specialized cleaning 
services company). One of the six non-profit firms in the final analysis, a church, was actually family managed. The 
five non-family non-profits in the final analysis consisted of a private club, a college admission counseling 
association, a church, a philanthropic estate planning advising group, and a community action organizing group. 
Thus, half of the 10 non-profit/miscellaneous services firms in the final analysis were either for-profit companies or 
family-managed, and an additional two of these firms (the private club and the estate planning advising group) 
arguably created some level of private financial benefits. Since the total sample available for analysis in this study 
was relatively small, the author chose to keep these 10 firms in the final analysis data set. 
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non-financial logic, it is an indirect indicator of adherence to non-financial logic. This result 
is inconclusive with respect to the hypotheses, since only industry association involvement 
was hypothesized to have a direct effect on adherence to non-financial logic. However, this 
result adds additional nuanced description to the reasons why decision-makers in some 
family firms tend to favor pet projects and avoidance of conflict in their dominant logic while 
those in others tend to favor ownership, control and family involvement in their dominant 
logic. 
Control Variables. Four control variables surfaced in the hypothesis tests as significant 
predictors of adherence to non-financial logic operationalized as a preference for pet projects and 
avoidance of conflict. 
 Firm age was negatively predictive of adherence to non-financial logic operationalized as a 
preference for pet projects and avoidance of conflict (r = -.160, p = .013). 
 Primary operation in the education/health care industries was positively predictive of 
adherence to non-financial logic operationalized as a preference for pet projects and 
avoidance of conflict (r = .112, p = .076). While a significance level of p = .076 does not 
provide strong evidence of a relationship, it is interesting food for thought. 
 Current ratio was positively predictive of adherence to non-financial logic operationalized as 
a preference for pet projects and avoidance of conflict (r = .173, p = .007). 
 Need for cognitive closure was positively predictive of adherence to non-financial logic 
operationalized as a preference for pet projects and avoidance of conflict (r = .219, p = .001). 
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Representativeness Heuristic Use 
Representativeness Heuristic Use Operationalized as Open-Mindedness to Different Opinions, 
Advice, Assistance, or Possibilities 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one moderator as a significant predictor of representativeness heuristic use operationalized as 
open-mindedness to different opinions, advice, assistance, or possibilities. 
 Firm size was positively predictive of representativeness use operationalized as open-
mindedness to different opinions, advice, assistance, or possibilities (r = .176, p = .015). 
Hypothesis H.4.b. predicts that the positive relationship between selective information 
processing and use of the representativeness heuristic will be more pronounced in smaller 
family firms as compared to larger family firms. This result is inconclusive with respect to 
hypothesis H.4.b., since there was no direct relationship hypothesized between firm size and 
representativeness heuristic use. However, given the fact that higher levels of open-
mindedness represent lower levels of representativeness heuristic use, this result tends to 
support the spirit
48
 of hypothesis H.4.b., since it suggests that decision-makers in smaller 
firms display less open-mindedness in their use of the representativeness heuristic. 
Control Variables. The hypothesis tests revealed one control variable as a significant 
predictor of representativeness heuristic use operationalized as open-mindedness to different 
opinions, advice, assistance, or possibilities. 
 Gender (male coded as one, female coded as two) was negatively predictive of 
representativeness heuristic use operationalized as open-mindedness to different opinions, 
                                                             
48 This research refers to results as supporting or contradicting “the spirit” of various hypotheses to describe 
significant results which support or contradict the predictions of the theoretical logic described in the hypotheses 
section of the paper but which do not specifically refer to the relationships predicted in the paper’s formal 
hypotheses. 
   
 
108 
 
advice, assistance, or possibilities (r = -.123, p = .088). While a significance level of p = .088 
does not provide strong evidence of a relationship, it is interesting food for thought. 
Representativeness Heuristic Use Operationalized as a Combination of Insensitivity to Base Rate 
Frequency and Over-Weighting of Isolated Positive Information 
Independent Variables, Moderator, & Interaction Terms. One independent variable 
surfaced in the hypothesis tests as a significant predictor of representativeness heuristic use 
operationalized as a combination of insensitivity to base rate frequency and over-weighting of 
isolated positive information. 
 Comparative information processing was positively predictive of representativeness use 
operationalized as a combination of base rate insensitivity and over-weighting of isolated 
positive information (r = .155, p = .026). Hypothesis H.4.a. predicts that decision-makers in 
family firms who consider decision options in isolation (i.e., those who consider only one 
decision option) will make greater use of the representativeness heuristic than those who 
consider multiple options at once. This result contradicts hypothesis H.4.a. 
Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of representativeness heuristic use operationalized as a combination of insensitivity to 
base rate frequency and over-weighting of isolated positive information. 
 Respondent age was positively predictive of representativeness heuristic use operationalized 
as a combination of base rate insensitivity and over-weighting of isolated positive 
information (r = .130, p = .062). While a significance level of p = .062 does not provide 
strong evidence of a relationship, it is interesting food for thought. 
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 Primary operation in the entertainment/recreation/hospitality industries was positively 
predictive of representativeness heuristic use operationalized as a combination of base rate 
insensitivity and over-weighting of isolated positive information (r = .187, p = .007). 
Representativeness Heuristic Use Operationalized as Recognition of Base Rate Frequency 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable as a significant predictor of representativeness heuristic use 
operationalized as recognition of base rate frequency. 
 Comparative information processing was negatively predictive of representativeness use 
operationalized as recognition of base rate frequency (r = -.179, p = .010). Hypothesis H.4.a. 
predicts that decision-makers in family firms who consider decision options in isolation (i.e., 
those who consider only one decision option) will make greater use of the representativeness 
heuristic than those who consider multiple options at once. This result contradicts hypothesis 
H.4.a., since higher levels of recognition of base rate frequency represent lower levels of 
representativeness heuristic use. 
Control Variables. The hypothesis tests revealed two control variables as significant 
predictors of representativeness heuristic use operationalized as recognition of base rate 
frequency. 
 Respondent age was negatively predictive of representativeness heuristic use operationalized 
as recognition of base rate frequency (r = -.163, p = .019). 
 Primary operation in the entertainment/recreation/hospitality industries was negatively 
predictive of representativeness heuristic use operationalized as recognition of base rate 
frequency (r = -.149, p = .031). 
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Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Positive 
Information 
Independent Variables, Moderator, & Interaction Terms. No independent variables, 
moderators, or interaction terms surfaced in the hypothesis tests as significant predictors of 
representativeness heuristic use operationalized as over-weighting of isolated positive 
information. 
Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of representativeness heuristic use operationalized as over-weighting of isolated 
positive information. 
 Primary operation in the manufacturing industry was negatively predictive of 
representativeness heuristic use operationalized as over-weighting of isolated positive 
information (r = -.158, p = .044). 
 Need for cognitive closure was positively predictive of representativeness heuristic use 
operationalized as over-weighting of isolated positive information (r = .233, p = .003). 
Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Negative 
Information 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable as a significant predictor of representativeness heuristic use 
operationalized as over-weighting of isolated negative information. 
 Industry association involvement was negatively predictive of representativeness use 
operationalized as over-weighting of isolated negative information (r = -.162, p = .042). 
Hypothesis H.6.a.i. predicts that decision-makers in family firms who are more involved with 
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their industry associations will make lesser use of the representativeness heuristic. This 
provides support for hypothesis H.6.a.i. 
Control Variables. The hypothesis tests revealed one control variable as a significant 
predictor of representativeness heuristic use operationalized as over-weighting of isolated 
negative information. 
 Primary operation in the education/health care industries was positively predictive of 
representativeness heuristic use operationalized as over-weighting of isolated negative 
information (r = .161, p = .042). 
Representativeness Heuristic Use Operationalized as a Preference for Redundant Indicators 
Based on Prior Experience 
Independent Variables, Moderator, & Interaction Terms. One independent variable and 
one interaction term surfaced in the hypothesis tests as significant predictors of 
representativeness heuristic use operationalized as a preference for redundant indicators based on 
prior experience. 
 Devotion to non-financial goals, measured by the extent to which respondents saw their 
businesses as a way of life, was positively predictive of representativeness heuristic use 
operationalized as a preference for redundant indicators based on prior experience (r = .215, 
p = .002). While devotion to non-financial goals was utilized in this analysis as a control 
variable measuring overall level of non-financial logic, rather than as a measure of a specific 
type of non-financial logic, it is an indirect indicator of adherence to non-financial logic. 
Hypothesis H.3. predicts that the positive relationship between non-financial logic and 
financial escalation of commitment will be greater for family firm decision-makers who also 
make greater use of the representativeness heuristic (i.e., an interaction effect). This result is 
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inconclusive with respect to the hypotheses, since there was no direct relationship proposed 
between non-financial logic and representativeness heuristic use. However, this result tends 
to support the spirit of hypothesis H.3., since it implies that decision-makers who display 
greater levels of adherence to non-financial logic also display a greater preference for 
redundant indicators based on prior experience in their use of the representativeness 
heuristic. This implication is in line with the theoretical logic of hypothesis H.3. 
 The interaction term comparative information processing * firm size was positively 
predictive of representativeness heuristic use operationalized as a preference for redundant 
indicators based on prior experience (r = .128, p = .066). While a significance level of p = 
.066 does not provide strong evidence of a relationship, it is interesting food for thought. 
Hypothesis H.4.a. predicts that decision-makers in family firms who consider decision 
options in isolation (i.e., those who consider only one decision option) will make greater use 
of the representativeness heuristic than those who consider multiple options at once. 
Hypothesis H.4.b. predicts that the positive relationship between selective information 
processing and use of the representativeness heuristic will be more pronounced in smaller 
family firms as compared to larger family firms. This result is inconclusive with respect to 
the hypotheses, since the results revealed no direct relationship between comparative 
information processing and representativeness heuristic use. However, this result tends to 
contradict the spirit of hypotheses H.4.a. and H.4.b., since it implies that decision-makers in 
larger firms who compare multiple options with each other, rather than assessing a single 
decision option in isolation, tend to display a greater preference for redundant indicators 
based on prior experience in their use of the representativeness heuristic. This is the opposite 
effect to that predicted in the theoretical logic of hypotheses H.4.a. and H.4.b. 
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Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of representativeness heuristic use operationalized as a preference for redundant 
indicators based on prior experience. 
 Firm age was negatively predictive of representativeness heuristic use operationalized as a 
preference for redundant indicators based on prior experience (r = -.157, p = .025). 
 Current ratio was positively predictive of representativeness heuristic use operationalized as 
a preference for redundant indicators based on prior experience (r = .157, p = .024). 
Representativeness Heuristic Use Operationalized as Recognition of Mean Regression 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable as a significant predictor of representativeness heuristic use 
operationalized as recognition of mean regression. 
 Industry association involvement was negatively predictive of representativeness heuristic 
use operationalized as recognition of mean regression (r = -.208, p = .003). Hypothesis 
H.6.a.i. predicts that decision-makers in family firms who are more involved in industry 
associations will make lesser use of the representativeness heuristic. Since higher levels of 
recognition of mean regression indicate lower levels of representativeness heuristic use, this 
result tends to contradict the spirit of hypothesis H.6.a.i. This result implies that decision-
makers who are more involved with their industry associations display less recognition of 
mean regression in their use of the representativeness heuristic. 
Control Variables. The hypothesis tests revealed no control variables as significant 
predictors of representativeness heuristic use operationalized as recognition of mean regression. 
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Financial Escalation of Commitment – Decision Scenarios 
Representativeness Heuristic Use Operationalized as Open-Mindedness to Different Opinions, 
Advice, Assistance, or Possibilities 
Independent Variables, Moderator, & Interaction Terms. Two independent variables 
surfaced in the hypothesis tests as significant predictors of financial escalation of commitment in 
the decision scenarios when representativeness heuristic use was operationalized as open-
mindedness to different opinions, advice, assistance, or possibilities. 
 Devotion to non-financial goals, measured by the extent to which respondents saw their 
businesses as a way of life, was positively predictive of financial escalation of commitment 
in the decision scenarios when representativeness heuristic use was operationalized as open-
mindedness to different opinions, advice, assistance, or possibilities (r = .124, p = .061). 
While a significance level of p = .061 does not provide strong evidence of a relationship, it is 
interesting food for thought. Although devotion to non-financial goals was utilized in this 
analysis as a control variable measuring overall level of non-financial logic, rather than as a 
measure of a specific type of non-financial logic, it is an indirect indicator of adherence to 
non-financial logic. Hypothesis H.1.a. predicts that decision-makers in family firms who 
adhere to higher levels of non-financial logic are more likely to escalate commitment to 
financially sub-optimal courses of action. This result provides partial support for hypothesis 
H.1.a. 
 Representativeness Heuristic Use, operationalized as open-mindedness to different options, 
advice, assistance, or possibilities, was negatively predictive of financial escalation of 
commitment in the decision scenarios when representativeness heuristic use was 
operationalized as open-mindedness to different opinions, advice, assistance, or possibilities 
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(r = -.412, p = .000). Hypothesis H.2.a. predicts that decision-makers in family firms who 
make greater use of the representativeness heuristic are more likely to escalate commitment 
to financially sub-optimal courses of action. Since higher levels of open-mindedness 
represent lower levels of representativeness heuristic use, this result provides support for 
hypothesis H.2.a. 
Control Variables. One control variable surfaced in the hypothesis tests as a significant 
predictor of financial escalation of commitment in the decision scenarios when 
representativeness heuristic use was operationalized as open-mindedness to different opinions, 
advice, assistance, or possibilities. 
 Respondent age was positively predictive of financial escalation of commitment in the 
decision scenarios when representativeness heuristic use was operationalized as open-
mindedness to different opinions, advice, assistance, or possibilities (r = .151, p = .023). 
Representativeness Heuristic Use Operationalized as a Combination of Insensitivity to Base Rate 
Frequency and Over-Weighting of Isolated Positive Information 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
two independent variables and one interaction term as significant predictors of financial 
escalation of commitment in the decision scenarios when representativeness heuristic use was 
operationalized as a combination of insensitivity to base rate frequency and over-weighting of 
isolated positive information. 
 Devotion to non-financial goals (measured by the extent to which respondents saw their 
businesses as a way of life) was positively predictive of financial escalation of commitment 
in the decision scenarios when representativeness heuristic use was operationalized as a 
combination of insensitivity to base rate frequency and over-weighting of isolated positive 
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information (r = .141, p = .036). Hypothesis H.1.a. predicts that decision-makers in family 
firms who adhere to higher levels of non-financial logic are more likely to escalate 
commitment to financially sub-optimal courses of action. A priori devotion to non-financial 
goals was originally conceived of in this study as a control variable measure rather than an 
independent variable measure. However, this result still provides partial support for 
hypothesis H.1.a. 
 Comparative information processing was negatively predictive of financial escalation of 
commitment in the decision scenarios when representativeness heuristic use was 
operationalized as a combination of insensitivity to base rate frequency and over-weighting 
of isolated positive information (r = -1.391, p = .000). Hypothesis H.5.a. predicts that 
decision-makers in family firms who consider decision options in isolation (i.e., those who 
consider only one decision option) are more likely to escalate commitment to financially sub-
optimal courses of action than those who consider multiple options at once. This result 
indicates a large effect size and provides strong support for hypothesis H.5.a. 
 The interaction term representativeness heuristic use * comparative information processing 
was positively predictive of financial escalation of commitment in the decision scenarios 
when representativeness heuristic use was operationalized as a combination of insensitivity 
to base rate frequency and over-weighting of isolated positive information (r = 1.332, p = 
.000). Hypothesis H.2.a. predicts that decision-makers in family firms who make greater use 
of the representativeness heuristic are more likely to escalate commitment to financially sub-
optimal courses of action. This result is inconclusive with respect to hypothesis H.2.a., since 
there is no significant relationship between representativeness heuristic use and financial 
escalation of commitment. However, given the fact that the sign of the correlation coefficient 
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for comparative information processing by itself is negative, but the sign of the correlation 
coefficient for the interaction term is positive, it tends to support the spirit of hypothesis 
H.2.a. This suggests that representativeness heuristic use has a negative moderating impact 
on the relationship between comparative information processing and financial escalation of 
commitment. This impact is in line with the theoretical logic of hypothesis H.2.a. 
Control Variables. The hypothesis tests revealed one control variable as a significant 
predictor of financial escalation of commitment in the decision scenarios when 
representativeness heuristic use was operationalized as a combination of insensitivity to base rate 
frequency and over-weighting of isolated positive information. 
 Need for cognitive closure was positively predictive of financial escalation of commitment in 
the decision scenarios when representativeness heuristic use was operationalized as a 
combination of insensitivity to base rate frequency and over-weighting of isolated positive 
information (r = .166, p = .014). 
Representativeness Heuristic Use Operationalized as Recognition of Base Rate Frequency 
Independent Variables, Moderator, & Interaction Terms. Two independent variables and 
one interaction term surfaced in the hypothesis tests as significant predictors of financial 
escalation of commitment in the decision scenarios when representativeness heuristic use was 
operationalized as recognition of base rate frequency. 
 Devotion to non-financial goals (measured by the extent to which respondents saw their 
businesses as a way of life) was positively predictive of financial escalation of commitment 
in the decision scenarios when representativeness heuristic use was operationalized as 
recognition of base rate frequency (r = .163, p = .017). Hypothesis H.1.a. predicts that 
decision-makers in family firms who adhere to higher levels of non-financial logic are more 
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likely to escalate commitment to financially sub-optimal courses of action. A priori devotion 
to non-financial goals was originally conceived of in this study as a control variable measure 
rather than an independent variable measure. However, this result still provides partial 
support for hypothesis H.1.a. 
 Representativeness heuristic use, operationalized as recognition of base rate frequency, was 
negatively predictive of financial escalation of commitment in the decision scenarios (r = -
.224, p = .001). Hypothesis H.2.a. predicts that decision-makers in family firms who make 
greater use of the representativeness heuristic are more likely to escalate commitment to 
financially sub-optimal courses of action. Since higher levels of base rate frequency 
recognition represent lower levels of representativeness heuristic use, this result provides 
support for hypothesis H.2.a. 
 The interaction term representativeness heuristic use * information processing condition was 
also negatively predictive of financial escalation of commitment in the decision scenarios 
when representativeness heuristic use was operationalized as recognition of base rate 
frequency (r = -.168, p = .013). Hypothesis H.5.a. predicts that decision-makers in family 
firms who consider decision options in isolation (i.e., those who consider only one decision 
option) are more likely to escalate commitment to financially sub-optimal courses of action 
than those who consider multiple options at once. This result is inconclusive with respect to 
hypothesis H.5.a, since the results showed no direct relationship between comparative 
information processing and escalation of commitment. However, given the fact that the 
magnitude of the correlation coefficient is less than it is for representativeness heuristic use 
by itself, this result tends to contradict the spirit of hypothesis H.5.a. This result indicates that 
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comparative information processing had a moderating effect in the opposite direction as that 
predicted by theoretical logic. 
Control Variables. One control variable surfaced in the hypothesis tests as a significant 
predictor of financial escalation of commitment in the decision scenarios when 
representativeness heuristic use was operationalized as recognition of base rate frequency. 
 Need for cognitive closure was positively predictive of financial escalation of commitment in 
the decision scenarios when representativeness heuristic use was operationalized as 
recognition of base rate frequency (r = .172, p = .012). 
Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Positive 
Information 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed no 
independent variables, moderators, or interaction terms as significant predictors of financial 
escalation of commitment in the decision scenarios when representativeness heuristic use was 
operationalized as over-weighting of isolated positive information. 
Control Variables. The hypothesis tests revealed no control variables as significant 
predictors of financial escalation of commitment in the decision scenarios when 
representativeness heuristic use was operationalized as over-weighting of isolated positive 
information. 
Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Negative 
Information 
Independent Variables, Moderator, & Interaction Terms. One independent variable 
surfaced in the hypothesis tests as a significant predictor of financial escalation of commitment 
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in the decision scenarios when representativeness heuristic use was operationalized as over-
weighting of isolated negative information. 
 Representativeness heuristic use, operationalized as over-weighting of isolated negative 
information, was positively predictive of financial escalation of commitment in the decision 
scenarios (r = .306, p = .000). Hypothesis H.2.a. predicts that decision-makers in family firms 
who make greater use of the representativeness heuristic are more likely to escalate 
commitment to financially sub-optimal courses of action. This result provides support for 
hypothesis H.2.a. 
Control Variables. One control variable surfaced in the hypothesis tests as a significant 
predictor of financial escalation of commitment in the decision scenarios when 
representativeness heuristic use was operationalized as over-weighting of isolated positive 
information. 
 Respondent age was positively predictive of financial escalation of commitment in the 
decision scenarios when representativeness heuristic use was operationalized as over-
weighting of isolated negative information (r = .156, p = .043). 
Representativeness Heuristic Use Operationalized as a Preference for Redundant Indicators 
Based on Prior Experience 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable as a significant predictor of financial escalation of commitment in the 
decision scenarios when representativeness heuristic use was operationalized as a preference for 
redundant indicators based on prior experience. 
 Devotion to non-financial goals (measured by the extent to which respondents saw their 
businesses as a way of life) was positively predictive of financial escalation of commitment 
in the decision scenarios when representativeness heuristic use was operationalized as a 
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preference for redundant indicators based on prior experience (r= .153, p = .030). Hypothesis 
H.1.a. predicts that decision-makers in family firms who adhere to higher levels of non-
financial logic are more likely to escalate commitment to financially sub-optimal courses of 
action. A priori devotion to non-financial goals was originally conceived of in this study as a 
control variable measure rather than an independent variable measure. However, this result 
still partial support for hypothesis H.1.a. 
Control Variables. The hypothesis tests revealed one control variable as a significant 
predictor of financial escalation of commitment in the decision scenarios when 
representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience. 
 Need for cognitive closure was positively predictive of financial escalation of commitment in 
the decision scenarios when representativeness heuristic use was operationalized as a 
preference for redundant indicators based on prior experience (r = 156, p = .028). 
Representativeness Heuristic Use Operationalized as Recognition of Mean Regression 
Independent Variables, Moderator, & Interaction Terms. Three independent variables 
surfaced in the hypothesis tests as significant predictors of financial escalation of commitment in 
the decision scenarios when representativeness heuristic use was operationalized as recognition 
of mean regression. 
 Devotion to non-financial goals (measured by the extent to which respondents saw their 
businesses as a way of life) was positively predictive of financial escalation of commitment 
in the decision scenarios when representativeness heuristic use was operationalized as 
recognition of mean regression (r = .157, p = .021). Hypothesis H.1.a. predicts that decision-
makers in family firms who adhere to higher levels of non-financial logic are more likely to 
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escalate commitment to financially sub-optimal courses of action. A priori devotion to non-
financial goals was originally conceived of in this study as a control variable measure rather 
than an independent variable measure. However, this result still provides partial support for 
hypothesis H.1.a. 
 Representativeness heuristic use, operationalized as recognition of mean regression, was 
negatively predictive of financial escalation of commitment in the decision scenarios (r = -
.382, p = .000). Hypothesis H.2.a. predicts that decision-makers in family firms who make 
greater use of the representativeness heuristic are more likely to escalate commitment to 
financially sub-optimal courses of action. Since higher levels of base rate frequency 
recognition represent lower levels of representativeness heuristic use, this result provides 
support for hypothesis H.2.a. 
 Industry association involvement was negatively predictive of financial escalation of 
commitment in the decision scenarios when representativeness heuristic use was 
operationalized as recognition of mean regression (r = -.129, p = .053). While a significance 
level of p = .053 is just above the cutoff to consider this result strong evidence of a 
relationship, it is interesting food for thought. Hypotheses H.6.a.i.-H.6.a.iii predicted that 
decision-makers in family firms who are more involved in industry associations will (i) make 
lesser use of the representativeness heuristic; (ii) engage in selective information processing 
less often; and (iii) adhere to lower levels of non-financial logic. This result is inconclusive 
with respect to hypotheses H.6.a.i-H.6.a.iii., since there was no direct relationship 
hypothesized between industry association involvement and financial escalation of 
commitment. However, the fact that the sign of the correlation coefficient is negative tends to 
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support the spirit of hypothesis H.6.a.i.-H.6.a.iii, since this correlation goes in the same 
direction as that predicted by the theoretical logic in the hypotheses. 
Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the decision scenarios when 
representativeness heuristic use was operationalized as recognition of mean regression. 
 Respondent age was positively predictive of financial escalation of commitment in the 
decision scenarios when representativeness heuristic use was operationalized as recognition 
of mean regression (r = .115, p = .086). While a significance level of p = .086 does not 
provide strong evidence of a relationship, it is interesting food for thought. 
 Need for cognitive closure was positively predictive of financial escalation of commitment in 
the decision scenarios when representativeness heuristic use was operationalized as 
recognition of mean regression (r = .131, p = .047). 
Financial Escalation of Commitment – Dichotomous Measure 
Representativeness Heuristic Use Operationalized as Open-Mindedness to Different Opinions, 
Advice, Assistance, or Possibilities 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable and one moderator as significant predictors of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as open-mindedness to different opinions, advice, assistance, or possibilities. 
 Devotion to non-financial goals, measured as the extent to which respondents prioritized 
family needs over business needs, was positively predictive of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as open-mindedness to different opinions, advice, assistance, or possibilities 
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(Wald = 6.373, P = .012, B = .436, Exp(B) = 1.547). While devotion to non-financial goals 
was utilized in this analysis as a control variable measuring overall level of non-financial 
logic, rather than as a measure of a specific type of non-financial logic, it is an indirect 
indicator of adherence to non-financial logic. Hypothesis H.1.a. predicts that decision-makers 
in family firms who adhere to higher levels of non-financial logic are more likely to escalate 
commitment to financially sub-optimal courses of action. A priori devotion to non-financial 
goals was originally conceived of in this study as a control variable measure rather than an 
independent variable measure. However, this result still provides partial support for 
hypothesis H.1.a. 
 Firm size was positively predictive of financial escalation of commitment in the dichotomous 
measure when representativeness heuristic use was operationalized as open-mindedness to 
different opinions, advice, assistance, or possibilities (Wald = 29.111, P = .000, B = .337, 
Exp(B) = 1.401). Hypothesis H.1.b. predicts that the positive relationship between non-
financial logic and financial escalation of commitment will be more pronounced in smaller 
family firms as compared to larger family firms. Hypothesis H.2.b. predicts that the positive 
relationship between the representativeness heuristic and financial escalation of commitment 
will be more pronounced in smaller family firms as compared to larger family firms. 
Hypothesis H.4.b. predicts that the positive relationship between selective information 
processing and use of the representativeness heuristic will be more pronounced in smaller 
family firms as compared to larger family firms. Hypothesis H.5.b. predicts that the positive 
relationship between selective information processing and financial escalation of 
commitment) will be more pronounced in smaller family firms as compared to larger family 
firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of higher levels of industry 
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association involvement in encouraging (i) lesser use of the representativeness heuristic; (ii) 
less frequent engagement in selective information processing; and (iii) adherence to lower 
levels of non-financial logic will be more pronounced in smaller family firms as compared to 
larger family firms. This result is inconclusive with respect to hypotheses H.1.b., H.2.b., 
H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since there was no direct relationship hypothesized 
between firm size and financial escalation of commitment. However, it tends to contradict 
the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since it suggests 
that decision-makers in larger firms are more likely to escalate commitment than those in 
smaller ones. This is the opposite effect as that predicted by the theoretical logic underlying 
these hypotheses. 
Control Variables. The hypothesis tests revealed three control variables as significant 
predictors of financial escalation of commitment in the dichotomous measure when 
representativeness heuristic use was operationalized as open-mindedness to different opinions, 
advice, assistance, or possibilities. 
 Respondent age was negatively predictive of financial escalation of commitment in the 
dichotomous measure when representativeness heuristic use was operationalized as open-
mindedness to different opinions, advice, assistance, or possibilities (Wald = 3.917, P = .048, 
B = -.031, Exp(B) = .969). 
 Number of individuals involved in management was negatively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as open-mindedness to different opinions, advice, assistance, or 
possibilities (Wald = 6.972, P = .008, B = -1.220, Exp(B) = .295). 
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 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as open-mindedness to different opinions, advice, assistance, or 
possibilities (Wald = 3.746, P = .053, B = .887, Exp(B) = 2.429). While a significance level 
of p = .053 is just above the cutoff to consider this result strong evidence of a relationship, it 
is interesting food for thought. 
Representativeness Heuristic Use Operationalized as a Combination of Insensitivity to Base Rate 
Frequency and Over-Weighting of Isolated Positive Information 
Independent Variables, Moderator, & Interaction Terms. Three independent variables, 
one moderator, and one interaction term surfaced in the hypothesis tests as significant predictors 
of financial escalation of commitment in the dichotomous measure when representativeness 
heuristic use was operationalized as a combination of insensitivity to base rate frequency and 
over-weighting of isolated positive information. 
 Adherence to non-financial logic (operationalized as a preference for family ownership, 
control, and involvement) was negatively predictive of financial escalation of commitment in 
the dichotomous measure when representativeness heuristic use was operationalized as a 
combination of insensitivity to base rate frequency and over-weighting of isolated positive 
information (Wald = 4.755, P = .029, B = -.841, Exp(B) = .431). Hypothesis H.1.a. predicts 
that decision-makers in family firms who adhere to higher levels of non-financial logic are 
more likely to escalate commitment to financially sub-optimal courses of action. This result 
contradicts hypothesis H.1.a. 
 Devotion to non-financial goals (measured as the extent to which respondents prioritized 
family needs over business needs) was positively predictive of financial escalation of 
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commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as a combination of insensitivity to base rate frequency and over-weighting 
of isolated positive information (Wald = 7.631, P = .006, B = .488, Exp(B) = 1.629). 
Hypothesis H.1.a. predicts that decision-makers in family firms who adhere to higher levels 
of non-financial logic are more likely to escalate commitment to financially sub-optimal 
courses of action. A priori devotion to non-financial goals was originally conceived of in this 
study as a control variable measure rather than an independent variable measure. However, 
this result still provides partial support for hypothesis H.1.a. 
 Industry association involvement was negatively predictive of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as a combination of insensitivity to base rate frequency and over-weighting 
of isolated positive information (Wald = 4.321, P = .038, B = -.685, Exp(B) = .504). 
Hypotheses H.6.a.i.-H.6.a.iii. predict that decision-makers in family firms who are more 
involved in industry associations will (i) make lesser use of the representativeness heuristic; 
(ii) engage in selective information processing less often; and (iii) adhere to lower levels of 
non-financial logic. This result is inconclusive with respect to hypotheses H.6.a.i.-H.6.a.iii., 
since there was no direct relationship hypothesized between industry association involvement 
and financial escalation of commitment. However, it tends to support the spirit of hypotheses 
H6a.i.-H6a.iii., since it suggests that decision-makers who are more involved with their 
industry associations are less likely to escalate commitment. 
 Firm size was positively predictive of financial escalation of commitment in the dichotomous 
measure when representativeness heuristic use was operationalized as a combination of 
insensitivity to base rate frequency and over-weighting of isolated positive information 
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(Wald = 26.684, p = .000, B = .316, Exp(B) = 1.372). Hypothesis H.1.b. predicts that the 
positive relationship between non-financial logic and financial escalation of commitment will 
be more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.2.b. predicts that the positive relationship between the representativeness heuristic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.4.b. predicts that the positive relationship 
between selective information processing and use of the representativeness heuristic will be 
more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.5.b. predicts that the positive relationship between selective information processing and 
financial escalation of commitment) will be more pronounced in smaller family firms as 
compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of 
higher levels of industry association involvement in encouraging (i) lesser use of the 
representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii, since it 
suggests that larger firms are more prone to escalation commitment than small ones. 
 The interaction term adherence to non-financial logic * representativeness heuristic use was 
positively predictive of financial escalation of commitment in the dichotomous measure 
when representativeness heuristic use was operationalized as a combination of insensitivity 
to base rate frequency and over-weighting of isolated positive information (Wald = 3.934, P 
= .047, B = .074, Exp(B) = 1.077). Hypothesis H.3. predicts that the positive relationship 
between non-financial logic and financial escalation of commitment will be greater for 
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family firm decision-makers who also make greater use of the representativeness heuristic 
(i.e., an interaction effect). Given the fact that adherence to non-financial logic by itself was 
negatively predictive of financial escalation of commitment, the fact that the interaction term 
is negatively predictive of financial escalation of commitment provides partial support for 
hypothesis H.3. 
Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the dichotomous measure when 
representativeness heuristic use was operationalized as a combination of insensitivity to base rate 
frequency and over-weighting of isolated positive information. 
 Respondent age was negatively predictive of financial escalation of commitment in the 
dichotomous measure when representativeness heuristic use was operationalized as a 
combination of insensitivity to base rate frequency and over-weighting of isolated positive 
information (Wald = 7.239, P = .007, B = -.044, Exp(B) = .957). 
 The Number of individuals involved in management was negatively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as a combination of insensitivity to base rate frequency and over-
weighting of isolated positive information (Wald = 5.356, P = .021, B = -1.094, Exp(B) = 
.335). 
Representativeness Heuristic Use Operationalized as Recognition of Base Rate Frequency 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable and one moderator as significant predictors of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as recognition of base rate frequency. 
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 Devotion to non-financial goals (measured as the extent to which respondents prioritized 
family needs over business needs) was positively predictive of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as recognition of base rate frequency (Wald = 6.373, P = .012, B = .436, 
Exp(B) = 1.547). Hypothesis H.1.a. predicts that decision-makers in family firms who adhere 
to higher levels of non-financial logic are more likely to escalate commitment to financially 
sub-optimal courses of action. A priori devotion to non-financial goals was originally 
conceived of in this study as a control variable measure rather than an independent variable 
measure. However, this result still provides partial support for hypothesis H.1.a. 
 Firm size was positively predictive of financial escalation of commitment in the dichotomous 
measure when representativeness heuristic use was operationalized as recognition of base 
rate frequency (Wald = 29.111, P = .000, B = .337, Exp(B) = 1.401). Hypothesis H.1.b. 
predicts that the positive relationship between non-financial logic and financial escalation of 
commitment will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.2.b. predicts that the positive relationship between the representativeness 
heuristic and financial escalation of commitment will be more pronounced in smaller family 
firms as compared to larger family firms. Hypothesis H.4.b. predicts that the positive 
relationship between selective information processing and use of the representativeness 
heuristic will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.5.b. predicts that the positive relationship between selective information 
processing and financial escalation of commitment) will be more pronounced in smaller 
family firms as compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that 
the impact of higher levels of industry association involvement in encouraging (i) lesser use 
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of the representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic – will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii, since it 
suggests that larger firms are more prone to escalation of commitment than smaller ones. 
Control Variables. The hypothesis tests revealed three control variables as significant 
predictors of financial escalation of commitment in the dichotomous measure when 
representativeness heuristic use was operationalized as recognition of base rate frequency. 
 Respondent age was negatively predictive of financial escalation of commitment in the 
dichotomous measure when representativeness heuristic use was operationalized as 
recognition of base rate frequency (Wald = 3.917, P = .048, B = -.031, Exp(B) = .969). 
 The number of individuals involved in management was negatively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as recognition of base rate frequency (Wald = 6.972, P = .008, B = -
1.220, Exp(B) = .295). 
 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as recognition of base rate frequency (Wald = 3.746, P = .053, B = .887, 
Exp(B) = 2.429). While a significance level of p = .053 is just above the cutoff to consider 
this result strong evidence of a relationship, it is interesting food for thought. 
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Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Positive 
Information 
Independent Variables, Moderator, & Interaction Terms. One independent variable and 
one moderator surfaced in the hypothesis tests as significant predictors of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as over-weighting of isolated positive information. 
 Devotion to non-financial goals (measured as the extent to which respondents prioritized 
family needs over business needs) was positively predictive of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as over-weighting of isolated positive information (Wald = 3.832, P = .050, 
B = .451, Exp(B) = 1.570). Hypothesis H.1.a. predicts that decision-makers in family firms 
who adhere to higher levels of non-financial logic are more likely to escalate commitment to 
financially sub-optimal courses of action. A priori devotion to non-financial goals was 
originally conceived of in this study as a control variable measure rather than an independent 
variable measure. However, this result still provides partial support for hypothesis H.1.a. 
 Representativeness heuristic use (operationalized as over-weighting of isolated positive 
information) was negatively predictive of financial escalation of commitment in the 
dichotomous measure when representativeness heuristic use was operationalized as over-
weighting of isolated positive information (Wald = 12.057, P = .001, B = -.780, Exp(B) = 
.458). Hypothesis H.2.a. predicts that decision-makers in family firms who make greater use 
of the representativeness heuristic are more likely to escalate commitment to financially sub-
optimal courses of action. This result contradicts hypothesis H.2.a. 
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 The interaction term representativeness heuristic use * firm size was positively predictive of 
financial escalation of commitment in the dichotomous measure when representativeness 
heuristic use was operationalized as over-weighting of isolated positive information (Wald = 
26.968, P = .000, B = .057, Exp(B) = 1.058). While a significance level of p = .057 is just 
above the cutoff to consider this result strong evidence of a relationship, it is interesting food 
for thought. Hypothesis H.1.b. predicts that the positive relationship between non-financial 
logic and financial escalation of commitment will be more pronounced in smaller family 
firms as compared to larger family firms. Hypothesis H.2.b. predicts that the positive 
relationship between the representativeness heuristic and financial escalation of commitment 
will be more pronounced in smaller family firms as compared to larger family firms. 
Hypothesis H.4.b. predicts that the positive relationship between selective information 
processing and use of the representativeness heuristic will be more pronounced in smaller 
family firms as compared to larger family firms. Hypothesis H.5.b. predicts that the positive 
relationship between selective information processing and financial escalation of 
commitment) will be more pronounced in smaller family firms as compared to larger family 
firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of higher levels of industry 
association involvement in encouraging (i) lesser use of the representativeness heuristic; (ii) 
less frequent engagement in selective information processing; and (iii) adherence to lower 
levels of non-financial logic will be more pronounced in smaller family firms as compared to 
larger family firms. This result is inconclusive with respect to hypotheses H.2.a., H.2.b., 
H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii. However, given the fact that representativeness heuristic 
use was negatively predictive of financial escalation of commitment by itself, this result 
tends to support the spirit of hypothesis H.2.a., but contradicts the spirit of hypotheses H.2.b., 
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H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since it suggests that representativeness heuristic use 
encourages financial escalation of commitment, but only in larger firms. 
Control Variables. Five control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the dichotomous measure when 
representativeness heuristic use was operationalized as over-weighting of isolated positive 
information. 
 The number of individuals involved in management was negatively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as over-weighting of isolated positive information (Wald = 9.652, P = 
.002, B = -1.758, Exp(B) = .172). 
 Firm age was positively predictive of financial escalation of commitment in the dichotomous 
measure when representativeness heuristic use was operationalized as over-weighting of 
isolated positive information (Wald = 6.384, P = .012, B = .828, Exp(B) = 2.288). 
 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as over-weighting of isolated positive information (Wald = 10.750, P = 
.001, B = 2.159, Exp(B) = 8.664). 
 Primary operation in the entertainment/recreation/hospitality industries was positively 
predictive of financial escalation of commitment in the dichotomous measure when 
representativeness heuristic use was operationalized as over-weighting of isolated positive 
information (Wald = 4.012, P = .045, B = 5.148, Exp(B) = 172.040). 
 Need for cognitive closure was negatively predictive of financial escalation of commitment 
in the dichotomous measure when representativeness heuristic use was operationalized as 
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over-weighting of isolated positive information (Wald = 4.193, P = .041, B = -.192, Exp(B) = 
.825). 
Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Negative 
Information 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable and one moderator as significant predictors of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as over-weighting of isolated negative information. 
 Devotion to non-financial goals (measured as the extent to which respondents prioritized 
family needs over business needs) was positively predictive of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as over-weighting of isolated negative information (Wald = 4.498, P = .034, 
B = .475, Exp(B) = 1.608). Hypothesis H.1.a. predicts that decision-makers in family firms 
who adhere to higher levels of non-financial logic are more likely to escalate commitment to 
financially sub-optimal courses of action. A priori devotion to non-financial goals was 
originally conceived of in this study as a control variable measure rather than an independent 
variable measure. However, this result still provides partial support for hypothesis H.1.a. 
 Firm size was positively financial escalation of commitment in the dichotomous measure 
when representativeness heuristic use was operationalized as over-weighting of isolated 
negative information (Wald = 27.883, P = .000, B = .419, Exp(B) = 1.521). Hypothesis 
H.1.b. predicts that the positive relationship between non-financial logic and financial 
escalation of commitment will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.2.b. predicts that the positive relationship between the 
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representativeness heuristic and financial escalation of commitment will be more pronounced 
in smaller family firms as compared to larger family firms. Hypothesis H.4.b. predicts that 
the positive relationship between selective information processing and use of the 
representativeness heuristic will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.5.b. predicts that the positive relationship between 
selective information processing and financial escalation of commitment) will be more 
pronounced in smaller family firms as compared to larger family firms. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
will be more pronounced in smaller family firms as compared to larger family firms. This 
result tends to contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-
H.6.b.iii, since it suggests that larger firms are more prone to financial escalation of 
commitment than smaller ones. 
Control Variables. The hypothesis tests revealed four control variables as significant 
predictors of financial escalation of commitment in the dichotomous measure when 
representativeness heuristic use was operationalized as over-weighting of isolated negative 
information. 
 The number of individuals involved in management was negatively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as over-weighting of isolated negative information (Wald = 7.428, P = 
.006, B = -1.441, Exp(B) = .237). 
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 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as over-weighting of isolated negative information (Wald = 7.727, P = 
.005, B = 1.628, Exp(B) = 5.093). 
 Need for cognitive closure was negatively predictive of financial escalation of commitment 
in the dichotomous measure when representativeness heuristic use was operationalized as 
over-weighting of isolated negative information (Wald = 3.135, P = .077, B = -.155, Exp(B) 
= .857). While a significance level of p = .077 does not provide strong evidence of a 
relationship, it is interesting food for thought. 
Representativeness Heuristic Use Operationalized as a Preference for Redundant Indicators 
Based on Prior Experience 
Independent Variables, Moderator, & Interaction Terms. One independent variable and 
one moderator surfaced in the hypothesis tests as significant predictors of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as a preference for redundant indicators based on prior experience. 
 Devotion to non-financial goals (measured as the extent to which prioritized family needs 
over business needs) was positively predictive of financial escalation of commitment in the 
dichotomous measure when representativeness heuristic use was operationalized as a 
preference for redundant indicators based on prior experience (Wald = 6.373, P = .012, B = 
.436, Exp(B) = 1.547). Hypothesis H.1.a. predicts that decision-makers in family firms who 
adhere to higher levels of non-financial logic are more likely to escalate commitment to 
financially sub-optimal courses of action. A priori devotion to non-financial goals was 
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originally conceived of in this study as a control variable measure rather than an independent 
variable measure. However, this result still provides partial support for hypothesis H.1.a. 
 Firm size was positively predictive of financial escalation of commitment in the dichotomous 
measure when representativeness heuristic use was operationalized as a preference for 
redundant indicators based on prior experience (Wald = 29.111, P = .000, B = .337, Exp(B) = 
1.401). Hypothesis H.1.b. predicts that the positive relationship between non-financial logic 
and financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.2.b. predicts that the positive relationship 
between the representativeness heuristic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.4.b. 
predicts that the positive relationship between selective information processing and use of the 
representativeness heuristic will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.5.b. predicts that the positive relationship between 
selective information processing and financial escalation of commitment) will be more 
pronounced in smaller family firms as compared to larger family firms. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
will be more pronounced in smaller family firms as compared to larger family firms. This 
result tends to contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-
H.6.b.iii, since it suggests that larger firms are more prone to financial escalation of 
commitment than smaller ones. 
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Control Variables. Three control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the dichotomous measure when 
representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience. 
 Respondent age was negatively predictive of financial escalation of commitment in the 
dichotomous measure when representativeness heuristic use was operationalized as a 
preference for redundant indicators based on prior experience (Wald = 3.917, P = .048, B = -
.031, Exp(B) = .969). 
 The number of individuals involved in management was negatively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as a preference for redundant indicators based on prior experience (Wald 
= 6.972, P = .008, B = -1.220, Exp(B) = .295). 
 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as a preference for redundant indicators based on prior experience (Wald 
= 3.746, P = .053, B = .887, Exp(B) = 2.429). While a significance level of p = .053 is just 
above the cutoff to consider this result strong evidence of a relationship, it is interesting food 
for thought. 
Representativeness Heuristic Use Operationalized as Recognition of Mean Regression 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable and one moderator as significant predictors of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as recognition of mean regression. 
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 Devotion to non-financial goals (measured as the extent to which respondents prioritized 
family needs over business needs) was positively predictive of financial escalation of 
commitment in the dichotomous measure when representativeness heuristic use was 
operationalized as recognition of mean regression (Wald = 6.373, P = .012, B = .436, Exp(B) 
= 1.547). Hypothesis H.1.a. predicts that decision-makers in family firms who adhere to 
higher levels of non-financial logic are more likely to escalate commitment to financially 
sub-optimal courses of action. A priori devotion to non-financial goals was originally 
conceived of in this study as a control variable measure rather than an independent variable 
measure. However, this result still provides partial support for hypothesis H.1.a. 
 Firm size was positively predictive of financial escalation of commitment in the dichotomous 
measure when representativeness heuristic use was operationalized as recognition of mean 
regression (Wald = 29.111, P = .000, B = .337, Exp(B) = 1.401). Hypothesis H.1.b. predicts 
that the positive relationship between non-financial logic and financial escalation of 
commitment will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.2.b. predicts that the positive relationship between the representativeness 
heuristic and financial escalation of commitment will be more pronounced in smaller family 
firms as compared to larger family firms. Hypothesis H.4.b. predicts that the positive 
relationship between selective information processing and use of the representativeness 
heuristic will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.5.b. predicts that the positive relationship between selective information 
processing and financial escalation of commitment) will be more pronounced in smaller 
family firms as compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that 
the impact of higher levels of industry association involvement in encouraging (i) lesser use 
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of the representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii, since it 
suggests that larger firms are more prone to financial escalation of commitment than smaller 
ones. 
Control Variables. The hypothesis tests revealed three control variables as significant 
predictors of financial escalation of commitment in the dichotomous measure when 
representativeness heuristic use was operationalized as recognition of mean regression. 
 Respondent age was negatively predictive of financial escalation of commitment in the 
dichotomous measure when representativeness heuristic use was operationalized as 
recognition of mean regression (Wald = 3.917, P = .048, B = -.031, Exp(B) = .969). 
 The number of individuals involved in management was negatively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as recognition of mean regression (Wald = 6.972, P = .008, B = -1.220, 
Exp(B) = .295). 
 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the dichotomous measure when representativeness heuristic use 
was operationalized as recognition of mean regression (Wald = 3.746, P = .053, B = .887, 
Exp(B) = 2.429). While a significance level of p = .053 is just above the cutoff to consider 
this result strong evidence of a relationship, it is interesting food for thought. 
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Financial Escalation of Commitment – Self-Report Firm Performance Measures 
Representativeness Heuristic Use Operationalized as Open-Mindedness to Different Opinions, 
Advice, Assistance, or Possibilities 
Independent Variables, Moderator, & Interaction Terms. Two independent variables, one 
moderator, and one interaction term surfaced in the hypothesis tests as significant predictors of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as open-mindedness to different opinions, 
advice, assistance, or possibilities. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was positively predictive of financial escalation of 
commitment in the self-report firm performance measures when representativeness heuristic 
use was operationalized as open-mindedness to different opinions, advice, assistance, or 
possibilities (r = .098, p = .034). While devotion to non-financial goals was utilized in this 
analysis as a control variable measuring overall level of non-financial logic, rather than as a 
measure of a specific type of non-financial logic, it is an indirect indicator of adherence to 
non-financial logic. Hypothesis H.1.a. predicts that decision-makers in family firms who 
adhere to higher levels of non-financial logic are more likely to escalate commitment to 
financially sub-optimal courses of action. Since higher levels of the firm performance 
measures variable represent higher levels of financial escalation of commitment, this result 
provides partial support for hypothesis H.1.a. 
 Devotion to non-financial goals, measured by the extent to which respondents saw their 
businesses as a way of life, was negatively predictive of financial escalation of commitment 
in the self-report firm performance measures when representativeness heuristic use was 
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operationalized as open-mindedness to different opinions, advice, assistance, or possibilities 
(r = -.110, p = .014). While devotion to non-financial goals was utilized in this analysis as a 
control variable measuring overall level of non-financial logic, rather than as a measure of a 
specific type of non-financial logic, it is an indirect indicator of adherence to non-financial 
logic. Hypothesis H.1.a. predicts that decision-makers in family firms who adhere to higher 
levels of non-financial logic are more likely to escalate commitment to financially sub-
optimal courses of action. Since higher levels of the firm performance measures variable 
represent higher levels of financial escalation of commitment, this result contradicts 
hypothesis H.1.a. 
 Firm size was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as 
open-mindedness to different opinions, advice, assistance, or possibilities (r = .501, p = 
.000). Hypothesis H.1.b. predicts that the positive relationship between non-financial logic 
and financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.2.b. predicts that the positive relationship 
between the representativeness heuristic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.4.b. 
predicts that the positive relationship between selective information processing and use of the 
representativeness heuristic will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.5.b. predicts that the positive relationship between 
selective information processing and financial escalation of commitment) will be more 
pronounced in smaller family firms as compared to larger family firms. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
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encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
will be more pronounced in smaller family firms as compared to larger family firms. Since 
there was no direct relationship hypothesized between firm size and financial escalation of 
commitment, this result is inconclusive with respect to hypotheses H.1.b., H.2.b., H.4.b., 
H.5.b., and H.6.b.i-H.6.b.iii. However, this result tends to contradict the spirit of these 
hypotheses, since it suggests that larger firms exhibit higher levels of financial escalation of 
commitment. 
 The interaction term industry association involvement * firm size was positively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as open-mindedness to different 
opinions, advice, assistance, or possibilities (r = .256, p = .001). Hypothesis H.1.b. predicts 
that the positive relationship between non-financial logic and financial escalation of 
commitment will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.2.b. predicts that the positive relationship between the representativeness 
heuristic and financial escalation of commitment will be more pronounced in smaller family 
firms as compared to larger family firms. Hypothesis H.4.b. predicts that the positive 
relationship between selective information processing and use of the representativeness 
heuristic will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.5.b. predicts that the positive relationship between selective information 
processing and financial escalation of commitment) will be more pronounced in smaller 
family firms as compared to larger family firms. Hypotheses H.6.a.i.-H.6.a.iii. predict that 
decision-makers in family firms who are more involved in industry associations will (i) make 
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lesser use of the representativeness heuristic; (ii) engage in selective information processing 
less often; and (iii) adhere to lower levels of non-financial logic. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
will be more pronounced in smaller family firms as compared to larger family firms. Since 
there was no direct relationship hypothesized between firm size and financial escalation of 
commitment, this result is inconclusive with respect to hypotheses H.1.b., H.2.b., H.4.b., 
H.5.b., and H.6.b.i-H.6.b.iii. It is also inconclusive with respect to hypotheses H.6.a.i-
H.6.a.iii. However, given the fact that the correlation coefficient is lower for the interaction 
term than for firm size by itself, this result tends to support the spirit of hypotheses H.6.a.i-
H.6.a.iii., since it suggests that industry association involvement has a negative influence on 
financial escalation of commitment. 
Control Variables. Three control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the self-report firm performance measures 
when representativeness heuristic use was operationalized as open-mindedness to different 
opinions, advice, assistance, or possibilities. 
 Firm age was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as 
open-mindedness to different opinions, advice, assistance, or possibilities (r = .150, p = 
.003). 
 Primary operation in the agricultural industry was negatively predictive of financial 
escalation of commitment in the self-report firm performance measures when 
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representativeness heuristic use was operationalized as open-mindedness to different 
opinions, advice, assistance, or possibilities (r = -.111, p = .013). 
 Primary operation in the retail & wholesale trade industry was negatively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as open-mindedness to different 
opinions, advice, assistance, or possibilities (r = -.093, p = .037). 
Representativeness Heuristic Use Operationalized as a Combination of Insensitivity to Base Rate 
Frequency and Over-Weighting of Isolated Positive Information 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
two independent variables, one moderator, and one interaction term as significant predictors of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as a combination of insensitivity to base rate 
frequency and over-weighting of isolated positive information. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was positively predictive of financial escalation of 
commitment in the self-report firm performance measures when representativeness heuristic 
use was operationalized as a combination of insensitivity to base rate frequency and over-
weighting of isolated positive information (r = .098, p = .034). Hypothesis H.1.a. predicts 
that decision-makers in family firms who adhere to higher levels of non-financial logic are 
more likely to escalate commitment to financially sub-optimal courses of action. A priori 
devotion to non-financial goals was originally conceived of in this study as a control variable 
measure rather than an independent variable measure. However, this result still provides 
partial support for hypothesis H.1.a. 
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 Devotion to non-financial goals, measured by the extent to which respondents saw their 
businesses as a way of life, was negatively predictive of financial escalation of commitment 
in the self-report firm performance measures when representativeness heuristic use was 
operationalized as a combination of insensitivity to base rate frequency and over-weighting 
of isolated positive information (r = -.110, p = .014). Hypothesis H.1.a. predicts that 
decision-makers in family firms who adhere to higher levels of non-financial logic are more 
likely to escalate commitment to financially sub-optimal courses of action. A priori devotion 
to non-financial goals was originally conceived of in this study as a control variable measure 
rather than an independent variable measure. However, this result still partially contradicts 
hypothesis H.1.a. 
 Firm size was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as a 
combination of insensitivity to base rate frequency and over-weighting of isolated positive 
information (r = .501, p = .000). Hypothesis H.1.b. predicts that the positive relationship 
between non-financial logic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.2.b. 
predicts that the positive relationship between the representativeness heuristic and financial 
escalation of commitment will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.4.b. predicts that the positive relationship between 
selective information processing and use of the representativeness heuristic will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.5.b. 
predicts that the positive relationship between selective information processing and financial 
escalation of commitment) will be more pronounced in smaller family firms as compared to 
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larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of higher levels of 
industry association involvement in encouraging (i) lesser use of the representativeness 
heuristic; (ii) less frequent engagement in selective information processing; and (iii) 
adherence to lower levels of non-financial logic will be more pronounced in smaller family 
firms as compared to larger family firms. This result is inconclusive with respect to 
hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i-H.6.b.iii. However, this result tends to 
contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since 
it suggests that larger firms exhibit higher levels of financial escalation of commitment. 
 The interaction term industry association involvement * firm size was positively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as a combination of insensitivity to base 
rate frequency and over-weighting of isolated positive information (r = .256, p = .001). 
Hypotheses H.6.a.i.-H.6.a.iii. predict that decision-makers in family firms who are more 
involved in industry associations will (i) make lesser use of the representativeness heuristic; 
(ii) engage in selective information processing less often; and (iii) adhere to lower levels of 
non-financial logic. Given the fact that the correlation coefficient is lower for the interaction 
term than for firm size by itself, this result tends to support the spirit of hypotheses H.6.a.i-
H.6.a.iii., since it suggests that industry association involvement has a negative influence on 
financial escalation of commitment. 
Control Variables. The hypothesis tests revealed three control variables as significant 
predictors of financial escalation of commitment in the self-report firm performance measures 
when representativeness heuristic use was operationalized as a combination of insensitivity to 
base rate frequency and over-weighting of isolated positive information. 
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 Firm age was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as a 
combination of insensitivity to base rate frequency and over-weighting of isolated positive 
information (r = .150, p = .003). 
 Primary operation in the agricultural industry was negatively predictive of financial 
escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as a combination of insensitivity to base 
rate frequency and over-weighting of isolated positive information (r = -.111, p = .013). 
 Primary operation in the retail & wholesale trade industry was negatively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as a combination of insensitivity to base 
rate frequency and over-weighting of isolated positive information (r = -.093, p = .037). 
Representativeness Heuristic Use Operationalized as Recognition of Base Rate Frequency 
Independent Variables, Moderator, & Interaction Terms. Two independent variables, one 
moderator, and one interaction term surfaced in the hypothesis tests as significant predictors of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as recognition of base rate frequency. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was positively predictive of financial escalation of 
commitment in the self-report firm performance measures when representativeness heuristic 
use was operationalized as recognition of base rate frequency (r = .098, p = .034). Hypothesis 
H.1.a. predicts that decision-makers in family firms who adhere to higher levels of non-
financial logic are more likely to escalate commitment to financially sub-optimal courses of 
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action. A priori devotion to non-financial goals was originally conceived of in this study as a 
control variable measure rather than an independent variable measure. However, this result 
still provides partial support for hypothesis H.1.a. 
 Devotion to non-financial goals, measured by the extent to which respondents saw their 
businesses as a way of life, was negatively predictive of financial escalation of commitment 
in the self-report firm performance measures when representativeness heuristic use was 
operationalized as recognition of base rate frequency (r = -.110, p = .014). Hypothesis H.1.a. 
predicts that decision-makers in family firms who adhere to higher levels of non-financial 
logic are more likely to escalate commitment to financially sub-optimal courses of action. A 
priori devotion to non-financial goals was originally conceived of in this study as a control 
variable measure rather than an independent variable measure. However, this result still 
partially contradicts hypothesis H.1.a. 
 Firm size was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as 
recognition of base rate frequency (r = .501, p = .000). Hypothesis H.1.b. predicts that the 
positive relationship between non-financial logic and financial escalation of commitment will 
be more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.2.b. predicts that the positive relationship between the representativeness heuristic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.4.b. predicts that the positive relationship 
between selective information processing and use of the representativeness heuristic will be 
more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.5.b. predicts that the positive relationship between selective information processing and 
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financial escalation of commitment) will be more pronounced in smaller family firms as 
compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of 
higher levels of industry association involvement in encouraging (i) lesser use of the 
representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result is 
inconclusive with respect to hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii. 
However, this result tends to contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., 
and H.6.b.i.-H.6.b.iii., since it suggests that larger firms exhibit higher levels of financial 
escalation of commitment. 
 The interaction term industry association involvement * firm size was positively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as recognition of base rate frequency (r 
= .256, p = .001). Hypotheses H.6.a.i.-H.6.a.iii. predict that decision-makers in family firms 
who are more involved in industry associations will (i) make lesser use of the 
representativeness heuristic; (ii) engage in selective information processing less often; and 
(iii) adhere to lower levels of non-financial logic. Given the fact that the correlation 
coefficient is lower for the interaction term than for firm size by itself, this result tends to 
support the spirit of hypotheses H.6.a.i-H.6.a.iii., since it suggests that industry association 
involvement has a negative influence on financial escalation of commitment. 
Control Variables. Three control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the self-report firm performance measures 
when representativeness heuristic use was operationalized as recognition of base rate frequency. 
   
 
152 
 
 Firm age was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as 
recognition of base rate frequency (r = .150, p = .003). 
 Primary operation in the agricultural industry was negatively predictive of financial 
escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as recognition of base rate frequency (r 
= -.111, p = .013). 
 Primary operation in the retail & wholesale trade industry was negatively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as recognition of base rate frequency (r 
= -.093, p = .037). 
Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Positive 
Information 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable, one moderator, and one interaction term as significant predictors of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as over-weighting of isolated positive 
information. 
 Devotion to non-financial goals, measured by the extent to which respondents saw their 
businesses as a way of life, was negatively predictive of financial escalation of commitment 
in the self-report firm performance measures when representativeness heuristic use was 
operationalized as over-weighting of isolated positive information (r = -.094, p = .068). 
Hypothesis H.1.a. predicts that decision-makers in family firms who adhere to higher levels 
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of non-financial logic are more likely to escalate commitment to financially sub-optimal 
courses of action. A priori devotion to non-financial goals was originally conceived of in this 
study as a control variable measure rather than an independent variable measure. However, 
this result still partially contradicts hypothesis H.1.a. While a significance level of p = .068 
does not provide strong evidence of a relationship, it is interesting food for thought. 
 Firm size was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as 
over-weighting of isolated positive information (r = .704, p = .000). Hypothesis H.1.b. 
predicts that the positive relationship between non-financial logic and financial escalation of 
commitment will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.2.b. predicts that the positive relationship between the representativeness 
heuristic and financial escalation of commitment will be more pronounced in smaller family 
firms as compared to larger family firms. Hypothesis H.4.b. predicts that the positive 
relationship between selective information processing and use of the representativeness 
heuristic will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.5.b. predicts that the positive relationship between selective information 
processing and financial escalation of commitment) will be more pronounced in smaller 
family firms as compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that 
the impact of higher levels of industry association involvement in encouraging (i) lesser use 
of the representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
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contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since 
it suggests that larger firms exhibit higher levels of financial escalation of commitment. 
 The interaction term representativeness heuristic use * industry association involvement was 
positively predictive of financial escalation of commitment in the self-report firm 
performance measures when representativeness heuristic use was operationalized as over-
weighting of isolated positive information (r = .197, p = .000). Hypothesis H.6.a.i. predicts 
that decision-makers in family firms who are more involved in industry associations will 
make lesser use of the representativeness heuristic. Since the direct relationship between 
representativeness heuristic use and financial escalation of commitment was not significant, 
this result is inconclusive with respect to hypothesis H.6.a.i. Without a significant 
relationship between representativeness heuristic use and financial escalation of commitment, 
it is impossible to determine whether industry association involvement has a positive or 
negative moderating effect. However, this result suggests that decision-makers who make 
more use of the representativeness heuristic and are also more involved with their industry 
associations tend to escalate commitment, which tends to contradict the spirit of hypothesis 
H.6.a.i. 
Control Variables. The hypothesis tests revealed three control variables as significant 
predictors of financial escalation of commitment in the self-report firm performance measures 
when representativeness heuristic use was operationalized as over-weighting of isolated positive 
information. 
 Respondent age was negatively predictive of financial escalation of commitment (r = -.093, p 
= .081). While a significance level of p = .081 does not provide strong evidence of a 
relationship, it is interesting food for thought. 
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 Firm age was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as 
over-weighting of isolated positive information (r = .171, p = .003). 
 Primary operation in the agricultural industry was negatively predictive of financial 
escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as over-weighting of isolated positive 
information (r = -.112, p = .026). 
Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Negative 
Information 
Independent Variables, Moderator, & Interaction Terms. Two independent variables, one 
moderator, and two interaction terms surfaced in the hypothesis tests as significant predictors of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as over-weighting of isolated negative 
information. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was positively predictive of financial escalation of 
commitment in the self-report firm performance measures when representativeness heuristic 
use was operationalized as over-weighting of isolated negative information (r = .093, p = 
.078). Hypothesis H.1.a. predicts that decision-makers in family firms who adhere to higher 
levels of non-financial logic are more likely to escalate commitment to financially sub-
optimal courses of action. A priori devotion to non-financial goals was originally conceived 
of in this study as a control variable measure rather than an independent variable measure. 
However, this result still provides partial support for hypothesis H.1.a. While a significance 
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level of p = .078 does not provide strong evidence of a relationship, it is interesting food for 
thought. 
 Devotion to non-financial goals, measured by the extent to which respondents saw their 
businesses as a way of life, was negatively predictive of financial escalation of commitment 
in the self-report firm performance measures when representativeness heuristic use was 
operationalized as over-weighting of isolated negative information (r = -.106, p = .038). 
Hypothesis H.1.a. predicts that decision-makers in family firms who adhere to higher levels 
of non-financial logic are more likely to escalate commitment to financially sub-optimal 
courses of action. A priori devotion to non-financial goals was originally conceived of in this 
study as a control variable measure rather than an independent variable measure. However, 
this result still partially contradicts hypothesis H.1.a. 
 Firm size was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as 
over-weighting of isolated negative information (r = .585, p = .000). Hypothesis H.1.b. 
predicts that the positive relationship between non-financial logic and financial escalation of 
commitment will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.2.b. predicts that the positive relationship between the representativeness 
heuristic and financial escalation of commitment will be more pronounced in smaller family 
firms as compared to larger family firms. Hypothesis H.4.b. predicts that the positive 
relationship between selective information processing and use of the representativeness 
heuristic will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.5.b. predicts that the positive relationship between selective information 
processing and financial escalation of commitment) will be more pronounced in smaller 
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family firms as compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that 
the impact of higher levels of industry association involvement in encouraging (i) lesser use 
of the representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since 
it suggests that larger firms exhibit higher levels of financial escalation of commitment. 
 The interaction term industry association involvement * firm size was positively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as over-weighting of isolated negative 
information (r = .165, p = .089). Hypotheses H.6.a.i.-H.6.a.iii. predict that decision-makers in 
family firms who are more involved in industry associations will (i) make lesser use of the 
representativeness heuristic; (ii) engage in selective information processing less often; and 
(iii) adhere to lower levels of non-financial logic. Given the fact that the correlation 
coefficient is lower for the interaction term than for firm size by itself, this result tends to 
support the spirit of hypotheses H.6.a.i-H.6.a.iii., since it suggests that industry association 
involvement has a negative influence on financial escalation of commitment. While a 
significance level of p = .089 does not provide strong evidence of a relationship, it is 
interesting food for thought. 
 The interaction term representativeness heuristic use * industry association involvement was 
positively predictive of financial escalation of commitment in the self-report firm 
performance measures when representativeness heuristic use was operationalized as over-
weighting of isolated negative information (r = .100, p = .088). Hypothesis H.6.a.i. predicts 
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that decision-makers in family firms who are more involved in industry associations will 
make lesser use of the representativeness heuristic. Since the direct relationship between 
representativeness heuristic use and financial escalation of commitment was not significant, 
this result is inconclusive with respect to hypothesis H.6.a.i. Without a significant 
relationship between representativeness heuristic use and financial escalation of commitment, 
it is impossible to determine whether industry association involvement has a positive or 
negative moderating effect. However, this result suggests that decision-makers who make 
more use of the representativeness heuristic and are also more involved with their industry 
associations tend to escalate commitment, which tends to contradict the spirit of hypothesis 
H.6.a.i. While a significance level of p = .088 does not provide strong evidence of a 
relationship, it is interesting food for thought. 
Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the self-report firm performance measures 
when representativeness heuristic use was operationalized as over-weighting of isolated negative 
information. 
 Firm age was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as 
over-weighting of isolated negative information (r = .151, p = .008). 
 Primary operation in the agricultural industry was negatively predictive of financial 
escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as over-weighting of isolated negative 
information (r = -.107, p = .035). 
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Representativeness Heuristic Use Operationalized as a Preference for Redundant Indicators 
Based on Prior Experience 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
two independent variables, one moderator, and one interaction term as significant predictors of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was positively predictive of financial escalation of 
commitment in the self-report firm performance measures when representativeness heuristic 
use was operationalized as a preference for redundant indicators based on prior experience (r 
= .098, p = .034). Hypothesis H.1.a. predicts that decision-makers in family firms who adhere 
to higher levels of non-financial logic are more likely to escalate commitment to financially 
sub-optimal courses of action. A priori devotion to non-financial goals was originally 
conceived of in this study as a control variable measure rather than an independent variable 
measure. However, this result still provides partial support for hypothesis H.1.a. 
 Devotion to non-financial goals, measured by the extent to which respondents saw their 
businesses as a way of life, was negatively predictive of financial escalation of commitment 
in the self-report firm performance measures when representativeness heuristic use was 
operationalized as a preference for redundant indicators based on prior experience (r = -.110, 
p = .014). Hypothesis H.1.a. predicts that decision-makers in family firms who adhere to 
higher levels of non-financial logic are more likely to escalate commitment to financially 
sub-optimal courses of action. A priori devotion to non-financial goals was originally 
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conceived of in this study as a control variable measure rather than an independent variable 
measure. However, this result still partially contradicts hypothesis H.1.a. 
 Firm size was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as a 
preference for redundant indicators based on prior experience (r = .501, p = .000). 
Hypothesis H.1.b. predicts that the positive relationship between non-financial logic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.2.b. predicts that the positive relationship 
between the representativeness heuristic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.4.b. 
predicts that the positive relationship between selective information processing and use of the 
representativeness heuristic will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.5.b. predicts that the positive relationship between 
selective information processing and financial escalation of commitment) will be more 
pronounced in smaller family firms as compared to larger family firms. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
will be more pronounced in smaller family firms as compared to larger family firms. This 
result tends to contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-
H.6.b.iii., since it suggests that larger firms exhibit higher levels of financial escalation of 
commitment. 
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 The interaction term industry association involvement * firm size was positively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience (r = .256, p = .001). Hypotheses H.6.a.i.-H.6.a.iii. predict that 
decision-makers in family firms who are more involved in industry associations will (i) make 
lesser use of the representativeness heuristic; (ii) engage in selective information processing 
less often; and (iii) adhere to lower levels of non-financial logic. Given the fact that the 
correlation coefficient is lower for the interaction term than for firm size by itself, this result 
tends to support the spirit of hypotheses H.6.a.i-H.6.a.iii., since it suggests that industry 
association involvement has a negative influence on financial escalation of commitment. 
Control Variables. The hypothesis tests revealed three control variables as significant 
predictors of financial escalation of commitment in the self-report firm performance measures 
when representativeness heuristic use was operationalized as a preference for redundant 
indicators based on prior experience. 
 Firm age was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as a 
preference for redundant indicators based on prior experience (r = .150, p = .003). 
 Primary operation in the agricultural industry was negatively predictive of financial 
escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience (r = -.111, p = .013). 
 Primary operation in the retail & wholesale trade industry was negatively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
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representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience (r = -.093, p = .037). 
Representativeness Heuristic Use Operationalized as Recognition of Mean Regression 
Independent Variables, Moderator, & Interaction Terms. Two independent variables, one 
moderator, and one interaction term surfaced in the hypothesis tests as significant predictors of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as recognition of mean regression. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was positively predictive of financial escalation of 
commitment in the self-report firm performance measures when representativeness heuristic 
use was operationalized as recognition of mean regression (r = .098, p = .034). Hypothesis 
H.1.a. predicts that decision-makers in family firms who adhere to higher levels of non-
financial logic are more likely to escalate commitment to financially sub-optimal courses of 
action. A priori devotion to non-financial goals was originally conceived of in this study as a 
control variable measure rather than an independent variable measure. However, this result 
still provides partial support for hypothesis H.1.a. 
 Devotion to non-financial goals, measured by the extent to which respondents saw their 
businesses as a way of life, was negatively predictive of financial escalation of commitment 
in the self-report firm performance measures when representativeness heuristic use was 
operationalized as recognition of mean regression (r = -.110, p = .014). Hypothesis H.1.a. 
predicts that decision-makers in family firms who adhere to higher levels of non-financial 
logic are more likely to escalate commitment to financially sub-optimal courses of action. A 
priori devotion to non-financial goals was originally conceived of in this study as a control 
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variable measure rather than an independent variable measure. However, this result still 
partially contradicts hypothesis H.1.a. 
 Firm size was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as 
recognition of mean regression (r = .501, p = .000). Hypothesis H.1.b. predicts that the 
positive relationship between non-financial logic and financial escalation of commitment will 
be more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.2.b. predicts that the positive relationship between the representativeness heuristic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.4.b. predicts that the positive relationship 
between selective information processing and use of the representativeness heuristic will be 
more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.5.b. predicts that the positive relationship between selective information processing and 
financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of 
higher levels of industry association involvement in encouraging (i) lesser use of the 
representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
contradict the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since 
it suggests that larger firms exhibit higher levels of financial escalation of commitment. 
 The interaction term industry association involvement * firm size was positively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
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representativeness heuristic use was operationalized as recognition of mean regression (r = 
.256, p = .001). Hypotheses H.6.a.i.-H.6.a.iii. predict that decision-makers in family firms 
who are more involved in industry associations will (i) make lesser use of the 
representativeness heuristic; (ii) engage in selective information processing less often; and 
(iii) adhere to lower levels of non-financial logic. Given the fact that the correlation 
coefficient is lower for the interaction term than for firm size by itself, this result tends to 
support the spirit of hypotheses H.6.a.i-H.6.a.iii., since it suggests that industry association 
involvement has a negative influence on financial escalation of commitment. 
Control Variables. Three control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the self-report firm performance measures 
when representativeness heuristic use was operationalized as recognition of mean regression. 
 Firm age was positively predictive of financial escalation of commitment in the self-report 
firm performance measures when representativeness heuristic use was operationalized as 
recognition of mean regression (r = .150, p = .003). 
 Primary operation in the agricultural industry was negatively predictive of financial 
escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as recognition of mean regression (r =    
-.111, p = .013). 
 Primary operation in the retail & wholesale trade industry was negatively predictive of 
financial escalation of commitment in the self-report firm performance measures when 
representativeness heuristic use was operationalized as recognition of mean regression (r =    
-.093, p = .037). 
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Financial Escalation of Commitment – Archival Firm Performance Measure 
Representativeness Heuristic Use Operationalized as Open-Mindedness to Different Opinions, 
Advice, Assistance, or Possibilities 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one moderator as a significant predictor of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as open-
mindedness to different opinions, advice, assistance, or possibilities. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as 
open-mindedness to different opinions, advice, assistance, or possibilities (r = -.400, p = 
.000). Hypothesis H.1.b. predicts that the positive relationship between non-financial logic 
and financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.2.b. predicts that the positive relationship 
between the representativeness heuristic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.4.b. 
predicts that the positive relationship between selective information processing and use of the 
representativeness heuristic will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.5.b. predicts that the positive relationship between 
selective information processing and financial escalation of commitment) will be more 
pronounced in smaller family firms as compared to larger family firms. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
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will be more pronounced in smaller family firms as compared to larger family firms. This 
result is inconclusive with respect to hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-
H.6.b.iii., since there was no direct relationship hypothesized between firm size and financial 
escalation of commitment. However, this result tends to support the spirit of hypotheses 
H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since it implies that financial escalation 
of commitment is more prevalent in small firms than in large ones. 
Control Variables. The hypothesis tests revealed three control variables as significant 
predictors of financial escalation of commitment in the archival firm performance measure when 
representativeness heuristic use was operationalized as open-mindedness to different opinions, 
advice, assistance, or possibilities. 
 Firm age was positively predictive of financial escalation of commitment in the archival firm 
performance measure when representativeness heuristic use was operationalized as open-
mindedness to different opinions, advice, assistance, or possibilities (r = .226, p = .032). 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival firm performance measure when representativeness heuristic use 
was operationalized as open-mindedness to different opinions, advice, assistance, or 
possibilities (r = -.243, p = .010). 
 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the archival firm performance measure when representativeness 
heuristic use was operationalized as open-mindedness to different opinions, advice, 
assistance, or possibilities (r = .194, p = .053). While a significance level of p = .053 is just 
above the cutoff to consider this result strong evidence of a relationship, it is interesting food 
for thought. 
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Representativeness Heuristic Use Operationalized as a Combination of Insensitivity to Base Rate 
Frequency and Over-Weighting of Isolated Positive Information 
Independent Variables, Moderator, & Interaction Terms. One moderator surfaced in the 
hypothesis tests as a significant predictor of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as a 
combination of insensitivity to base rate frequency and over-weighting of isolated positive 
information. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as a 
combination of insensitivity to base rate frequency and over-weighting of isolated positive 
information (r = -.400, p = .000). Hypothesis H.1.b. predicts that the positive relationship 
between non-financial logic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.2.b. 
predicts that the positive relationship between the representativeness heuristic and financial 
escalation of commitment will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.4.b. predicts that the positive relationship between 
selective information processing and use of the representativeness heuristic will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.5.b. 
predicts that the positive relationship between selective information processing and financial 
escalation of commitment) will be more pronounced in smaller family firms as compared to 
larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of higher levels of 
industry association involvement in encouraging (i) lesser use of the representativeness 
heuristic; (ii) less frequent engagement in selective information processing; and (iii) 
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adherence to lower levels of non-financial logic will be more pronounced in smaller family 
firms as compared to larger family firms. This result tends to support the spirit of hypotheses 
H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since it implies that financial escalation 
of commitment is more prevalent in small firms than in large ones. 
Control Variables. Three control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the archival firm performance measure when 
representativeness heuristic use was operationalized as a combination of insensitivity to base rate 
frequency and over-weighting of isolated positive information. 
 Firm age was positively predictive of financial escalation of commitment in the archival firm 
performance measure when representativeness heuristic use was operationalized as a 
combination of insensitivity to base rate frequency and over-weighting of isolated positive 
information (r = .226, p = .032). 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival firm performance measure when representativeness heuristic use 
was operationalized as a combination of insensitivity to base rate frequency and over-
weighting of isolated positive information (r = -.243, p = .010). 
 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the archival firm performance measure when representativeness 
heuristic use was operationalized as a combination of insensitivity to base rate frequency and 
over-weighting of isolated positive information (r = .194, p = .053). While a significance 
level of p = .053 is just above the cutoff to consider this result strong evidence of a 
relationship, it is interesting food for thought. 
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Representativeness Heuristic Use Operationalized as Recognition of Base Rate Frequency 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one moderator as a significant predictor of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as 
recognition of base rate frequency. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as 
recognition of base rate frequency (r = -.400, p = .000). Hypothesis H.1.b. predicts that the 
positive relationship between non-financial logic and financial escalation of commitment will 
be more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.2.b. predicts that the positive relationship between the representativeness heuristic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.4.b. predicts that the positive relationship 
between selective information processing and use of the representativeness heuristic will be 
more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.5.b. predicts that the positive relationship between selective information processing and 
financial escalation of commitment) will be more pronounced in smaller family firms as 
compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of 
higher levels of industry association involvement in encouraging (i) lesser use of the 
representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
support the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since it 
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implies that financial escalation of commitment is more prevalent in small firms than in large 
ones. 
Control Variables. The hypothesis tests revealed three control variables as significant 
predictors of financial escalation of commitment in the archival firm performance measure when 
representativeness heuristic use was operationalized as recognition of base rate frequency. 
 Firm age was positively predictive of financial escalation of commitment in the archival firm 
performance measure when representativeness heuristic use was operationalized as 
recognition of base rate frequency (r = .226, p = .032). 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival firm performance measure when representativeness heuristic use 
was operationalized as recognition of base rate frequency (r = -.243, p = .010). 
 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the archival firm performance measure when representativeness 
heuristic use was operationalized as recognition of base rate frequency (r = .194, p = .053). 
While a significance level of p = .053 is just above the cutoff to consider this result strong 
evidence of a relationship, it is interesting food for thought. 
Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Positive 
Information 
Independent Variables, Moderator, & Interaction Terms. One moderator surfaced in the 
hypothesis tests as a significant predictor of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as over-
weighting of isolated positive information. 
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 Firm size was negatively predictive of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as 
over-weighting of isolated positive information (r = -.358, p = .003). Hypothesis H.1.b. 
predicts that the positive relationship between non-financial logic and financial escalation of 
commitment will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.2.b. predicts that the positive relationship between the representativeness 
heuristic and financial escalation of commitment will be more pronounced in smaller family 
firms as compared to larger family firms. Hypothesis H.4.b. predicts that the positive 
relationship between selective information processing and use of the representativeness 
heuristic will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.5.b. predicts that the positive relationship between selective information 
processing and financial escalation of commitment) will be more pronounced in smaller 
family firms as compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that 
the impact of higher levels of industry association involvement in encouraging (i) lesser use 
of the representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
support the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since it 
implies that financial escalation of commitment is more prevalent in small firms than in large 
ones. 
Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the archival firm performance measure when 
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representativeness heuristic use was operationalized as over-weighting of isolated positive 
information. 
 Firm age was positively predictive of financial escalation of commitment in the archival firm 
performance measure when representativeness heuristic use was operationalized as over-
weighting of isolated positive information (r = .272, p = .025). 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival firm performance measure when representativeness heuristic use 
was operationalized as over-weighting of isolated positive information (r = -.213, p = .051). 
While a significance level of p = .051 is just above the cutoff to consider this result strong 
evidence of a relationship, it is interesting food for thought. 
Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Negative 
Information 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one moderator as a significant predictor of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as over-
weighting of isolated negative information. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as 
over-weighting of isolated negative information (r = -.358, p = .003). Hypothesis H.1.b. 
predicts that the positive relationship between non-financial logic and financial escalation of 
commitment will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.2.b. predicts that the positive relationship between the representativeness 
heuristic and financial escalation of commitment will be more pronounced in smaller family 
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firms as compared to larger family firms. Hypothesis H.4.b. predicts that the positive 
relationship between selective information processing and use of the representativeness 
heuristic will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.5.b. predicts that the positive relationship between selective information 
processing and financial escalation of commitment) will be more pronounced in smaller 
family firms as compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that 
the impact of higher levels of industry association involvement in encouraging (i) lesser use 
of the representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
support the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since it 
implies that financial escalation of commitment is more prevalent in small firms than in large 
ones. 
Control Variables. The hypothesis tests revealed two control variables as significant 
predictors of financial escalation of commitment in the archival firm performance measure when 
representativeness heuristic use was operationalized as over-weighting of isolated negative 
information. 
 Firm age was positively predictive of financial escalation of commitment in the archival firm 
performance measure when representativeness heuristic use was operationalized as over-
weighting of isolated negative information (r = .272, p = .025). 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival firm performance measure when representativeness heuristic use 
was operationalized as over-weighting of isolated negative information (r = -.213, p = .051). 
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While a significance level of p = .051 is just above the cutoff to consider this result strong 
evidence of a relationship, it is interesting food for thought. 
Representativeness Heuristic Use Operationalized as a Preference for Redundant Indicators 
Based on Prior Experience 
Independent Variables, Moderator, & Interaction Terms. One independent variable, one 
moderator, and one interaction term surfaced in the hypothesis tests as significant predictors of 
financial escalation of commitment in the archival firm performance measure when 
representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience. 
 Representativeness heuristic use, operationalized as a preference for redundant indicators 
based on prior experience, was negatively predictive of financial escalation of commitment 
in the archival firm performance measure (r = -.921, p = .014). Hypothesis H.2.a. predicts 
that decision-makers in family firms who make greater use of the representativeness heuristic 
are more likely to escalate commitment to financially sub-optimal courses of action. This 
result contradicts hypothesis H.2.a. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as a 
preference for redundant indicators based on prior experience (r = -1.820, p = .000). 
Hypothesis H.1.b. predicts that the positive relationship between non-financial logic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.2.b. predicts that the positive relationship 
between the representativeness heuristic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.4.b. 
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predicts that the positive relationship between selective information processing and use of the 
representativeness heuristic will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.5.b. predicts that the positive relationship between 
selective information processing and financial escalation of commitment) will be more 
pronounced in smaller family firms as compared to larger family firms. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
will be more pronounced in smaller family firms as compared to larger family firms. This 
result tends to support the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-
H.6.b.iii., since it implies that financial escalation of commitment is more prevalent in small 
firms than in large ones. 
 The interaction term representativeness heuristic use * firm size was positively predictive of 
financial escalation of commitment in the archival firm performance measure when 
representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience (r = 1.757, p = .005). Hypothesis H.1.b. predicts that the positive 
relationship between non-financial logic and financial escalation of commitment will be 
more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.2.a. predicts that decision-makers in family firms who make greater use of the 
representativeness heuristic are more likely to escalate commitment to financially sub-
optimal courses of action. Hypothesis H.2.b. predicts that the positive relationship between 
the representativeness heuristic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.4.b. 
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predicts that the positive relationship between selective information processing and use of the 
representativeness heuristic will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.5.b. predicts that the positive relationship between 
selective information processing and financial escalation of commitment) will be more 
pronounced in smaller family firms as compared to larger family firms. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
will be more pronounced in smaller family firms as compared to larger family firms. This 
result is inconclusive with respect to hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-
H.6.b.iii., as well as for hypothesis H.2.a. However, the fact that the sign of the correlation 
coefficient is positive, whereas the sign of the correlation coefficient of representativeness 
heuristic use by itself is negative tends to contradict the spirit of hypothesis H.1.b., H.2.b., 
H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii. This difference in correlation coefficient sign implies 
that representativeness heuristic use is positively predictive of financial escalation of 
commitment in large firms and negatively predictive of financial escalation of commitment 
in small firms. The fact that this result implies that representativeness heuristic use is indeed 
positively predictive of financial escalation of commitment in large firms does, however, 
provide partial support for hypothesis H.2.a. 
Control Variables. Three control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the archival firm performance measure when 
representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience. 
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 Firm age was positively predictive of financial escalation of commitment in the archival firm 
performance measure when representativeness heuristic use was operationalized as a 
preference for redundant indicators based on prior experience (r = .221, p = .032). 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival firm performance measure when representativeness heuristic use 
was operationalized as a preference for redundant indicators based on prior experience (r =    
-.283, p = .003). 
 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the archival firm performance measure when representativeness 
heuristic use was operationalized as a preference for redundant indicators based on prior 
experience (r = .220, p = .023). 
Representativeness Heuristic Use Operationalized as Recognition of Mean Regression 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one moderator and one interaction term as significant predictors of financial escalation of 
commitment in the archival firm performance measure when representativeness heuristic use was 
operationalized as recognition of mean regression. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
firm performance measure when representativeness heuristic use was operationalized as 
recognition of mean regression (r = -.562, p = .000). Hypothesis H.1.b. predicts that the 
positive relationship between non-financial logic and financial escalation of commitment will 
be more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.2.b. predicts that the positive relationship between the representativeness heuristic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
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compared to larger family firms. Hypothesis H.4.b. predicts that the positive relationship 
between selective information processing and use of the representativeness heuristic will be 
more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.5.b. predicts that the positive relationship between selective information processing and 
financial escalation of commitment) will be more pronounced in smaller family firms as 
compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of 
higher levels of industry association involvement in encouraging (i) lesser use of the 
representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
support the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since it 
implies that financial escalation of commitment is more prevalent in small firms than in large 
ones. 
 The interaction term representativeness heuristic use * firm size was positively predictive of 
financial escalation of commitment in the archival firm performance measure when 
representativeness heuristic use was operationalized as recognition of mean regression (r = 
.229, p = .082). While a significance level of p = .082 does not provide strong evidence of a 
relationship, it is interesting food for thought. Hypothesis H.1.b. predicts that the positive 
relationship between non-financial logic and financial escalation of commitment will be 
more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.2.a. predicts that decision-makers in family firms who make greater use of the 
representativeness heuristic are more likely to escalate commitment to financially sub-
optimal courses of action. Hypothesis H.2.b. predicts that the positive relationship between 
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the representativeness heuristic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.4.b. 
predicts that the positive relationship between selective information processing and use of the 
representativeness heuristic will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.5.b. predicts that the positive relationship between 
selective information processing and financial escalation of commitment) will be more 
pronounced in smaller family firms as compared to larger family firms. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
will be more pronounced in smaller family firms as compared to larger family firms. This 
result is inconclusive with respect to hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-
H.6.b.iii., as well as with respect to hypothesis H.2.a. However, the fact that the sign of the 
correlation coefficient is positive, whereas the sign of the correlation coefficient of firm size 
by itself is negative, tends to contradict tends the spirit of hypothesis H.1.b., H.2.b., H.4.b., 
H.5.b., and H.6.b.i.-H.6.b.iii., as well as the spirit of hypothesis H.2.a. Higher levels of 
representativeness heuristic use, when operationalized as recognition of mean regression, are 
expected to generate lower levels of financial escalation of commitment. This result implies 
that recognition of mean regression tends to generate higher levels of financial escalation of 
commitment as firm size increases. 
Control Variables. The hypothesis tests revealed three control variables as significant 
predictors of financial escalation of commitment in the archival firm performance measure when 
representativeness heuristic use was operationalized as recognition of mean regression. 
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 Firm age was positively predictive of financial escalation of commitment in the archival firm 
performance measure when representativeness heuristic use was operationalized as 
recognition of mean regression (r = .232, p = .027). 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival firm performance measure when representativeness heuristic use 
was operationalized as recognition of mean regression (r = -.245, p = .009). 
 Primary operation in the manufacturing industry was positively predictive of financial 
escalation of commitment in the archival firm performance measure when representativeness 
heuristic use was operationalized as recognition of mean regression (r = .176, p = .076). 
While a significance level of p = .076 does not provide strong evidence of a relationship, it is 
interesting food for thought. 
Financial Escalation of Commitment – Archival Strategic Change Measure 
Representativeness Heuristic Use Operationalized as Open-Mindedness to Different Opinions, 
Advice, Assistance, or Possibilities 
Independent Variables, Moderator, & Interaction Terms. One independent variable and 
one moderator surfaced in the hypothesis tests as significant predictors of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use was 
operationalized as open-mindedness to different opinions, advice, assistance, or possibilities. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as open-mindedness to different opinions, advice, assistance, or 
possibilities (r = -.176, p = .014). Hypothesis H.1.a. predicts that decision-makers in family 
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firms who adhere to higher levels of non-financial logic are more likely to escalate 
commitment to financially sub-optimal courses of action. While devotion to non-financial 
goals was utilized in this analysis as a control variable measuring overall level of non-
financial logic, rather than as a measure of a specific type of non-financial logic, it is an 
indirect indicator of adherence to non-financial logic. This result partially contradicts 
hypothesis H.1.a. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
strategic change measure when representativeness heuristic use was operationalized as open-
mindedness to different opinions, advice, assistance, or possibilities (r = -.322, p = .000). 
Hypothesis H.1.b. predicts that the positive relationship between non-financial logic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.2.b. predicts that the positive relationship 
between the representativeness heuristic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.4.b. 
predicts that the positive relationship between selective information processing and use of the 
representativeness heuristic will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.5.b. predicts that the positive relationship between 
selective information processing and financial escalation of commitment) will be more 
pronounced in smaller family firms as compared to larger family firms. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
will be more pronounced in smaller family firms as compared to larger family firms. This 
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result is inconclusive with respect to hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-
H.6.b.iii., since there was no direct relationship hypothesized between firm size and financial 
escalation of commitment. However, this result tends to support the spirit of hypotheses 
H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., since it implies that financial escalation 
of commitment is more prevalent in smaller firms than in larger ones. 
Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as open-mindedness to different opinions, 
advice, assistance, or possibilities. 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as open-mindedness to different opinions, advice, assistance, or 
possibilities (r = -.135, p = .052). While a significance level of p = .052 is just above the 
cutoff to consider this result strong evidence of a relationship, it is interesting food for 
thought. 
 Primary operation in the mining/utilities/construction industries was positively predictive of 
financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as open-mindedness to different 
opinions, advice, assistance, or possibilities (r = .198, p = .005). 
Representativeness Heuristic Use Operationalized as a Combination of Insensitivity to Base Rate 
Frequency and Over-Weighting of Isolated Positive Information 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable and one moderator as significant predictors of financial escalation of 
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commitment in the archival strategic change measure when representativeness heuristic use was 
operationalized as a combination of insensitivity to base rate frequency and over-weighting of 
isolated positive information. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as a combination of insensitivity to base rate frequency and over-
weighting of isolated positive information (r = -.176, p = .014). Hypothesis H.1.a. predicts 
that decision-makers in family firms who adhere to higher levels of non-financial logic are 
more likely to escalate commitment to financially sub-optimal courses of action. A priori 
devotion to non-financial goals was originally conceived of in this study as a control variable 
measure rather than an independent variable measure. However, this result still partially 
contradicts hypothesis H.1.a. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
strategic change measure when representativeness heuristic use was operationalized as a 
combination of insensitivity to base rate frequency and over-weighting of isolated positive 
information (r = -.322, p = .000). Hypothesis H.1.b. predicts that the positive relationship 
between non-financial logic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.2.b. 
predicts that the positive relationship between the representativeness heuristic and financial 
escalation of commitment will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.4.b. predicts that the positive relationship between 
selective information processing and use of the representativeness heuristic will be more 
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pronounced in smaller family firms as compared to larger family firms. Hypothesis H.5.b. 
predicts that the positive relationship between selective information processing and financial 
escalation of commitment) will be more pronounced in smaller family firms as compared to 
larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of higher levels of 
industry association involvement in encouraging (i) lesser use of the representativeness 
heuristic; (ii) less frequent engagement in selective information processing; and (iii) 
adherence to lower levels of non-financial logic will be more pronounced in smaller family 
firms as compared to larger family firms. This result tends to support the spirit of hypotheses 
H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii, since it implies that financial escalation 
of commitment is more prevalent in smaller firms than in larger ones. 
Control Variables. The hypothesis tests revealed two control variables as significant 
predictors of financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as a combination of insensitivity to base rate 
frequency and over-weighting of isolated positive information. 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as a combination of insensitivity to base rate frequency and over-
weighting of isolated positive information (r = -.135, p = .052). While a significance level of 
p = .052 is just above the cutoff to consider this result strong evidence of a relationship, it is 
interesting food for thought. 
 Primary operation in the mining/utilities/construction industries was positively predictive of 
financial escalation of commitment in the archival strategic change measure when 
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representativeness heuristic use was operationalized as a combination of insensitivity to base 
rate frequency and over-weighting of isolated positive information (r = .198, p = .005). 
Representativeness Heuristic Use Operationalized as Recognition of Base Rate Frequency 
Independent Variables, Moderator, & Interaction Terms. One independent variable and 
one moderator surfaced in the hypothesis tests as significant predictors of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use was 
operationalized as recognition of base rate frequency. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as recognition of base rate frequency (r = -.176, p = .014). Hypothesis 
H.1.a. predicts that decision-makers in family firms who adhere to higher levels of non-
financial logic are more likely to escalate commitment to financially sub-optimal courses of 
action. A priori devotion to non-financial goals was originally conceived of in this study as a 
control variable measure rather than an independent variable measure. However, this result 
still partially contradicts hypothesis H.1.a. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
strategic change measure when representativeness heuristic use was operationalized as 
recognition of base rate frequency (r = -.322, p = .000). Hypothesis H.1.b. predicts that the 
positive relationship between non-financial logic and financial escalation of commitment will 
be more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.2.b. predicts that the positive relationship between the representativeness heuristic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
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compared to larger family firms. Hypothesis H.4.b. predicts that the positive relationship 
between selective information processing and use of the representativeness heuristic will be 
more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.5.b. predicts that the positive relationship between selective information processing and 
financial escalation of commitment) will be more pronounced in smaller family firms as 
compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of 
higher levels of industry association involvement in encouraging (i) lesser use of the 
representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
support the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii, since it 
implies that financial escalation of commitment is more prevalent in smaller firms than in 
larger ones. 
Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as recognition of base rate frequency. 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as recognition of base rate frequency (r = -.135, p = .052). While a 
significance level of p = .052 is just above the cutoff to consider this result strong evidence of 
a relationship, it is interesting food for thought. 
 Primary operation in the mining/utilities/construction industries was positively predictive of 
financial escalation of commitment in the archival strategic change measure when 
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representativeness heuristic use was operationalized as recognition of base rate frequency (r 
= .198, p = .005). 
Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Positive 
Information 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable and one moderator as significant predictors of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use was 
operationalized as over-weighting of isolated positive information. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as over-weighting of isolated positive information (r = -.176, p = .014). 
Hypothesis H.1.a. predicts that decision-makers in family firms who adhere to higher levels 
of non-financial logic are more likely to escalate commitment to financially sub-optimal 
courses of action. A priori devotion to non-financial goals was originally conceived of in this 
study as a control variable measure rather than an independent variable measure. However, 
this result still partially contradicts hypothesis H.1.a. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
strategic change measure when representativeness heuristic use was operationalized as over-
weighting of isolated positive information (r = -.322, p = .000). Hypothesis H.1.b. predicts 
that the positive relationship between non-financial logic and financial escalation of 
commitment will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.2.b. predicts that the positive relationship between the representativeness 
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heuristic and financial escalation of commitment will be more pronounced in smaller family 
firms as compared to larger family firms. Hypothesis H.4.b. predicts that the positive 
relationship between selective information processing and use of the representativeness 
heuristic will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.5.b. predicts that the positive relationship between selective information 
processing and financial escalation of commitment) will be more pronounced in smaller 
family firms as compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that 
the impact of higher levels of industry association involvement in encouraging (i) lesser use 
of the representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
support the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii, since it 
implies that financial escalation of commitment is more prevalent in smaller firms than in 
larger ones. 
Control Variables. The hypothesis tests revealed two control variables as significant 
predictors of financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as over-weighting of isolated positive 
information. 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as over-weighting of isolated positive information (r = -.135, p = .052). 
While a significance level of p = .052 is just above the cutoff to consider this result strong 
evidence of a relationship, it is interesting food for thought. 
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 Primary operation in the mining/utilities/construction industries was positively predictive of 
financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as over-weighting of isolated positive 
information (r = .198, p = .005). 
Representativeness Heuristic Use Operationalized as Over-Weighting of Isolated Negative 
Information 
Independent Variables, Moderator, & Interaction Terms. One moderator and one 
interaction term surfaced in the hypothesis tests as significant predictors of financial escalation 
of commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as over-weighting of isolated negative information. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as over-weighting of isolated negative information (r = -.142, p = .070). 
Hypothesis H.1.a. predicts that decision-makers in family firms who adhere to higher levels 
of non-financial logic are more likely to escalate commitment to financially sub-optimal 
courses of action. A priori devotion to non-financial goals was originally conceived of in this 
study as a control variable measure rather than an independent variable measure. However, 
this result still partially contradicts hypothesis H.1.a. While a significance level of p = .070 
does not provide strong evidence of a relationship, it is interesting food for thought. 
 The interaction term representativeness heuristic use * firm size was negatively predictive of 
financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as over-weighting of isolated negative 
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information (r = -.349, p = .000). Hypothesis H.1.b. predicts that the positive relationship 
between non-financial logic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.2.a. 
predicts that decision-makers in family firms who make greater use of the representativeness 
heuristic are more likely to escalate commitment to financially sub-optimal courses of action. 
Hypothesis H.2.b. predicts that the positive relationship between the representativeness 
heuristic and financial escalation of commitment will be more pronounced in smaller family 
firms as compared to larger family firms. Hypothesis H.4.b. predicts that the positive 
relationship between selective information processing and use of the representativeness 
heuristic will be more pronounced in smaller family firms as compared to larger family 
firms. Hypothesis H.5.b. predicts that the positive relationship between selective information 
processing and financial escalation of commitment) will be more pronounced in smaller 
family firms as compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that 
the impact of higher levels of industry association involvement in encouraging (i) lesser use 
of the representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result is 
inconclusive with respect to hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii., 
as well as with respect to hypothesis H.2.a. However, the fact that the sign of the correlation 
coefficient is negative and the sign of the correlation coefficient of firm size by itself is also 
negative in other operationalizations of representativeness heuristic use (although not in the 
current operationalization) tends to contradict the spirit of hypothesis H.1.b., H.2.b., H.4.b., 
H.5.b., and H.6.b.i.-H.6.b.iii., as well as the spirit of hypothesis H.2.a. Higher levels of 
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representativeness heuristic use are expected to generate higher levels of financial escalation 
of commitment, and this is expected to be more pronounced in smaller firms than in larger 
ones. The results above imply that over-weighting of isolated negative information tends to 
generate lower levels of financial escalation of commitment as firm size increases. 
Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as over-weighting of isolated negative 
information. 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as over-weighting of isolated negative information (r = -.167, p = .035). 
 Primary operation in the mining/utilities/construction industries was positively predictive of 
financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as over-weighting of isolated negative 
information (r = .178, p = .022). 
Representativeness Heuristic Use Operationalized as a Preference for Redundant Indicators 
Based on Prior Experience 
Independent Variables, Moderator, & Interaction Terms. The hypothesis tests revealed 
one independent variable and one moderator as significant predictors of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use was 
operationalized as a preference for redundant indicators based on prior experience. 
 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was negatively predictive of financial escalation of 
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commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as a preference for redundant indicators based on prior experience (r = -
.176, p = .014). Hypothesis H.1.a. predicts that decision-makers in family firms who adhere 
to higher levels of non-financial logic are more likely to escalate commitment to financially 
sub-optimal courses of action. A priori devotion to non-financial goals was originally 
conceived of in this study as a control variable measure rather than an independent variable 
measure. However, this result still partially contradicts hypothesis H.1.a. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
strategic change measure when representativeness heuristic use was operationalized as a 
preference for redundant indicators based on prior experience (r = -.322, p = .000). 
Hypothesis H.1.b. predicts that the positive relationship between non-financial logic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.2.b. predicts that the positive relationship 
between the representativeness heuristic and financial escalation of commitment will be more 
pronounced in smaller family firms as compared to larger family firms. Hypothesis H.4.b. 
predicts that the positive relationship between selective information processing and use of the 
representativeness heuristic will be more pronounced in smaller family firms as compared to 
larger family firms. Hypothesis H.5.b. predicts that the positive relationship between 
selective information processing and financial escalation of commitment) will be more 
pronounced in smaller family firms as compared to larger family firms. Hypotheses H.6.b.i.-
H.6.b.iii. predict that the impact of higher levels of industry association involvement in 
encouraging (i) lesser use of the representativeness heuristic; (ii) less frequent engagement in 
selective information processing; and (iii) adherence to lower levels of non-financial logic 
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will be more pronounced in smaller family firms as compared to larger family firms. This 
result tends to support the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-
H.6.b.iii, since it suggests that financial escalation of commitment is more prevalent in 
smaller firms than in larger ones. 
Control Variables. The hypothesis tests revealed two control variables as significant 
predictors of financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience. 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as a preference for redundant indicators based on prior experience (r =    
-.135, p = .052). While a significance level of p = .052 is just above the cutoff to consider 
this result strong evidence of a relationship, it is interesting food for thought. 
 Primary operation in the mining/utilities/construction industries was positively predictive of 
financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as a preference for redundant indicators 
based on prior experience (r = .198, p = .005). 
Representativeness Heuristic Use Operationalized as Recognition of Mean Regression 
Independent Variables, Moderator, & Interaction Terms. One independent variable and 
one moderator surfaced in the hypothesis tests as significant predictors of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use was 
operationalized as recognition of mean regression. 
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 Devotion to non-financial goals, measured by the extent to which respondents prioritized 
family needs over business needs, was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as recognition of mean regression (r = -.176, p = .014). Hypothesis 
H.1.a. predicts that decision-makers in family firms who adhere to higher levels of non-
financial logic are more likely to escalate commitment to financially sub-optimal courses of 
action. A priori devotion to non-financial goals was originally conceived of in this study as a 
control variable measure rather than an independent variable measure. However, this result 
still partially contradicts hypothesis H.1.a. 
 Firm size was negatively predictive of financial escalation of commitment in the archival 
strategic change measure when representativeness heuristic use was operationalized as 
recognition of mean regression (r = -.322, p = .000). Hypothesis H.1.b. predicts that the 
positive relationship between non-financial logic and financial escalation of commitment will 
be more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.2.b. predicts that the positive relationship between the representativeness heuristic and 
financial escalation of commitment will be more pronounced in smaller family firms as 
compared to larger family firms. Hypothesis H.4.b. predicts that the positive relationship 
between selective information processing and use of the representativeness heuristic will be 
more pronounced in smaller family firms as compared to larger family firms. Hypothesis 
H.5.b. predicts that the positive relationship between selective information processing and 
financial escalation of commitment) will be more pronounced in smaller family firms as 
compared to larger family firms. Hypotheses H.6.b.i.-H.6.b.iii. predict that the impact of 
higher levels of industry association involvement in encouraging (i) lesser use of the 
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representativeness heuristic; (ii) less frequent engagement in selective information 
processing; and (iii) adherence to lower levels of non-financial logic will be more 
pronounced in smaller family firms as compared to larger family firms. This result tends to 
support the spirit of hypotheses H.1.b., H.2.b., H.4.b., H.5.b., and H.6.b.i.-H.6.b.iii, since it 
implies that financial escalation of commitment is more prevalent in smaller firms than in 
larger ones. 
Control Variables. Two control variables surfaced in the hypothesis tests as significant 
predictors of financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as recognition of mean regression. 
 Long-term debt-to-assets ratio was negatively predictive of financial escalation of 
commitment in the archival strategic change measure when representativeness heuristic use 
was operationalized as recognition of mean regression (r = -.135, p = .052). While a 
significance level of p = .052 is just above the cutoff to consider this result strong evidence of 
a relationship, it is interesting food for thought. 
 Primary operation in the mining/utilities/construction industries was positively predictive of 
financial escalation of commitment in the archival strategic change measure when 
representativeness heuristic use was operationalized as recognition of mean regression (r = 
.198, p = .005). 
 
Chapter VII – Discussion 
 
 As mentioned in the introduction of this paper, non-financial goals in small family firms 
often produce significant positive externalities both for the families which own and run such 
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firms and for the societies and economies in which these firms are situated. However, the pursuit 
of non-financial goals sometimes has negative implications for firm financial performance. This 
research aims to identify several cognitive information processing conditions under which small 
family firm decision-makers can maximize profitability while still achieving the non-financial 
goals they hold dear. 
 Family firm decision-makers often follow non-financial logic. This is a cognitive filter 
which can lead these decision-makers to neglect consideration of information, both from the 
environment and from memory, about the financial implications of decisions. Such dominant 
logic focuses decision-makers’ attention primarily on information relevant for assessing the 
success of non-financial priorities. Decision-makers in family firms, like many human beings, 
regularly make use of the representativeness heuristic to compare information from the 
environment with information from long-term memory to quickly evaluate a large amount of 
information and arrive at timely decisions. Such heuristic use, while necessary and efficient for 
making decisions, can compound the information filtering already favored by the non-financial 
attention focus in these decision-makers’ dominant logic. 
For example, insensitivity to base rate frequency in use of the representativeness heuristic 
tends to focus decision-makers’ attention on causal factors for which people and things internal 
to the family and/or business are responsible. These causal factors can occur much less 
frequently than causal factors for which people and things external to the family and/or business 
are responsible. Over-weighting of isolated positive information in use of the representativeness 
heuristic tends to focus decision-makers’ attention on positive descriptions of their efforts toward 
achievement of non-financial goals. This is the case even when these positive descriptions have 
no bearing on their firms’ financial success. Insensitivity to mean regression in use of the 
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representativeness heuristic tends to lead decision-makers to focus their attention on overly 
optimistic evaluation of people and things, as well as causal factors such as ability and effort, 
which are internal to the firm. This can encourage decision-makers to ignore the causal impact of 
people and things, as well as causal factors such as task difficulty and luck, which are external to 
the firm and can exercise a negative influence on the performance results achieved by people and 
things internal to the firm. Finally, preference for redundant indicators in use of the 
representativeness heuristic tends to give decision-makers a “false sense of certainty” in their 
assessments of situations. This is because such preference encourages these decision-makers to 
ignore other indicators which might provide information contrary to their assessment. 
Compounding the potential logical errors described above, decision-makers in small 
family firms often make “yes/no” decisions on isolated options, rather than comparing multiple 
decision options with each other, due to a relative lack of decision-making resources and/or time. 
This can further bias their decisions, as consideration of options in isolation tends to lead to 
overestimates of the attractiveness of the focal option. It also encourages decision-makers to 
ignore multi-causal information from comparative options which may lead to a different 
assessment of the focal option. 
The decision-making biases highlighted above may be lessened by the outside advice and 
opinions which small family firm decision-makers are exposed to when they are involved 
significantly with industry associations. Review of material from these associations’ websites 
and interaction with peers at industry association events may expose decision-makers to more 
multi-causal information. This should encourage them to compare multiple decision options with 
each other and be more conscious of the biases present in their use of the representativeness 
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heuristic. Over the course of time, such exposure to multi-causal information may even alter 
decision-makers’ dominant logic. 
The results presented above lend strong credence to some of the proposals put forth in the 
hypotheses above. This brings us, at long last, to a discussion of the results of this study’s data 
collection and subsequent statistical analysis. The following interpretation of these results has 
wide-reaching implications for the domains of family business, behavioral strategy, and 
entrepreneurship cognition. 
Interpretation of the Results 
 Highlights of the significant results are presented in Table 27 and are discussed below, 
organized by theoretical construct. As alluded to already, the results below are organized by 
theoretical construct due to the marked differences produced by the multiple dependent variable 
data sources utilized in this study. These results are at times contradictory. This is a highly 
interesting finding for the fields of family business, behavioral strategy, and entrepreneurship 
cognition. Recent authors have begun to address the dearth of multi-source empirical studies in 
the family business literature (Yu, Lumpkin, Sorenson, & Brigham, 2012). However, the vast 
majority of the extant family business literature (and the behavioral strategy and 
entrepreneurship cognition research streams more broadly) is based on single-data-source 
findings. As the results of this research illustrate, generalizations based on single-data-source 
findings can be misleading. 
Adding to this confusion is the fact that, to date, family business research (and behavioral 
strategy and entrepreneurship cognition research more broadly) has conceived of the constructs 
of non-financial logic and representativeness heuristic use rather monolithically. The present 
research is the first, to the author’s knowledge, to identify multiple dimensions of these 
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independent variable constructs. These dimensions (two for non-financial logic and seven for 
representativeness heuristic use) exercise as much, if not more, of a marked difference on the 
hypothesis test results above than the multiple sources for the dependent variable measures. For 
these reasons, the author chose the rather labyrinthine narrative path utilized earlier for reporting 
the results of this research. These results are discussed and explained in somewhat greater detail 
below. 
 
---------------------------------- 
INSERT TABLE 27 HERE 
---------------------------------- 
 
Influences on Non-Financial Logic 
 Industry association involvement encouraged more preference for ownership, control, 
and family involvement in respondents’ dominant logic in the decision-making scenarios. This is 
contradictory to the hypotheses, which posited that industry association involvement should 
lessen adherence to non-financial logic. This may indicate the fact that a preference for 
ownership, control, and family involvement (a non-financial goal) actually produces optimal 
financial results as well and is thus advocated by industry association peers. It may also reflect 
the fact that the membership and service offering of industry associations is often geared toward 
private owner/managers and thus tends to focus members’ attention toward this form of 
governance. A third possible explanation may be that industry association meetings tend to have 
few if any sessions on finance, but many on marketing and management. This tends to downplay 
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promotion of the potential benefits to be gained from bringing in additional financial resources to 
the firm in members’ information processing search and memory recall behaviors. 
 Respondents who prioritized family needs first also tended to display a preference for pet 
projects and avoidance of conflict in their dominant logic. Since prioritization of family needs 
over business needs was originally conceived of as a measure of a priori devotion to non-
financial logic (a control variable), this relationship was not predicted by the hypotheses. 
However, the relationship is not totally unexpected, since pursuit of family members’ pet 
projects and avoidance of conflict among family members are examples of family needs – a 
paramount non-financial goal for many small family businesses. 
Influences on Representativeness Heuristic Use 
 Respondents from smaller firms tended to exhibit less open-mindedness to different 
opinions, assistance, advice, and possibilities in their representativeness heuristic use. Since the 
hypotheses above posited that the positive relationship between representativeness heuristic use 
and financial escalation of commitment will be more pronounced in smaller family firms, this 
relationship is as hypothesized. This relationship is likely an indication of the limited amount of 
time and decision-making resources available in smaller firms. 
Respondents who saw their businesses as a way of life (originally conceived of as a 
measure of a priori devotion to non-financial goals) tended to display a greater preference for 
redundant indicators based on prior experience in their representativeness heuristic use. Since the 
hypotheses made no prediction with respect to the influence of a priori devotion to non-financial 
goals on representativeness heuristic use, this relationship is inconclusive with respect to the 
hypotheses. It is not, however, entirely unexpected based on the author’s anecdotal experience. 
This relationship may be an indication of the fact that seeing one’s business as a way of life tends 
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to psychologically reinforce the importance of key indicators of success which are redundantly 
correlated with each other, such as accord among family members about pet projects pursued by 
key members of the same family. 
 Industry association involvement encouraged respondents to demonstrate less over-
weighting of isolated negative information in their use of the representativeness heuristic. Since 
the hypotheses posited that industry association involvement would discourage use of the 
representativeness heuristic, this relationship was as hypothesized. This relationship may be an 
indication of the fact that review of industry association web materials and interaction with 
industry peers tends to put isolated negative information in a broader perspective. Contrary to the 
hypotheses, industry association involvement encouraged more insensitivity to mean regression 
in respondents’ use of the representativeness heuristic (i.e., respondents who were more involved 
with their industry associations tended to demonstrate more insensitivity to mean regression in 
their survey responses). This may be an indication of the fact that industry association materials 
and members tend to enthusiastically tout the prospects of success of various resources and 
market opportunities. This may reinforce respondents’ predisposition to expect continued high 
results from their own activities. 
 The hypotheses predicted that comparative information processing would discourage 
representativeness heuristic use. According to several of the hypothesis tests, however, there was 
no significant relationship between comparative information processing and representativeness 
heuristic use. Contrary to the hypotheses, comparative information processing interestingly 
tended to encourage respondents to display more insensitivity to base rate frequency and more 
preference for redundant indicators based on prior experience in their use of the 
representativeness heuristic. One of the results which suggested this relationship was an 
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interaction term with firm size. This may be an indication that when decision-makers employ 
more information processing resources, comparison of multiple options with each other tends to 
surface redundant, uni-causal success indicators, rather than highlighting multi-causal indicators 
of success. This result may also be an artifact of the wording of the decision scenarios (see 
description of limitations below). Comparative information processing was operationalized in the 
survey decision scenarios by mentioning an expert report which referred to a large sample of 
data to contrast with the isolated experiences described in the scenario. The fact that this 
manipulation led to heavier biases in respondents’ use of the representativeness heuristic may be 
an indication of either “rebellion” toward the opinions of outside experts or a general response to 
being overwhelmed with too much information as a potential contradictory outcome of 
comparative information processing. 
The Impact of Non-Financial Logic on Financial Escalation of Commitment 
 Firms in which respondents prioritized family needs over business needs showed below 
average revenue growth for their industries. Since a priori devotion to non-financial goals was   
conceived of in the present research as a control variable measure, rather than as a measure of the 
independent variables, this relationship is inconclusive with respect to the hypotheses in the 
hypotheses. However, this finding tends to support the spirit of the hypotheses, which generally 
propose that non-financial goals (i.e., non-financial dominant logic) will have a negative 
relationship with firm financial performance. 
Firms in which respondents prioritized family needs over business needs also showed 
lower levels of self-reported financial performance. While generally in line with the hypotheses, 
this finding was interestingly not the case when representativeness heuristic use was 
operationalized as over-weighting of isolated positive information. The fact that some of these 
results did not show a direct relationship between representativeness heuristic use and financial 
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performance (regardless of how the variables were operationalized), seems to indicate that over-
weighting of isolated positive information may interact with spurious factors not examined in 
this research to actually generate higher levels of financial performance. The isolated positive 
information presented to respondents concerned customer loyalty. Given this fact, one such 
spurious factor may have been a positive correlation between customer loyalty and financial 
performance in firms where decision-makers prioritize business needs over family needs. 
Contradictory to the hypotheses, which posited that adherence to non-financial logic 
would encourage financial escalation of commitment, and thus less activity in making strategic 
changes in their business activities, firms in which respondents prioritized family needs over 
business needs showed more change in their websites. Since these firms often still showed lower 
levels of financial performance, this may indicate that respondents with such priorities make a lot 
of changes to their websites, but these changes are not related to revenue or profitability. 
 Respondents who saw their businesses as a way of life demonstrated higher financial 
escalation of commitment in the decision-making scenarios. Since the hypotheses posited that 
adherence to non-financial logic would encourage financial escalation of commitment, this is as 
expected and may suggest that seeing one’s business as a way of life makes a decision-maker 
particularly blind to the financial implications of decisions. Interestingly, this was not the case 
when representativeness heuristic use was operationalized as over-weighting of isolated positive 
or isolated negative information. This may indicate that over-weighting of isolated positive or 
negative information may interact with spurious factors not examined in this research to temper 
the judgment of respondents who see their business as a way of life. As mentioned earlier, the 
isolated positive information presented to respondents concerned customer loyalty. Financial 
escalation of commitment in the corresponding decision scenario concerned persistence in using 
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one’s own marketing materials. Given these facts, one potential spurious factor may be the fact 
that decision-makers who see their business as a way of life and value customer loyalty are more 
attuned to the potential benefits of third-party marketing materials for their customers. The 
isolated negative information presented to respondents concerned software problems, and 
financial escalation of commitment in the corresponding decision scenario concerned persistence 
in utilizing software provided by one’s existing software vendor. Given these facts, another 
potential spurious factor may be the fact that decision-makers who see their business as a way of 
life are more willing to experiment with alternate software systems. 
The hypotheses predicted that adherence to non-financial logic would encourage financial 
escalation of commitment, and the results in the decision scenarios bore this out. Contrary to 
these predictions and findings, however, firms in which respondents saw their business as a way 
of life demonstrated higher levels of self-reported financial performance. This may be an 
indication of self-report bias on behalf of these respondents. It may also be an indication that the 
decision scenarios presented to respondents were not particularly relevant to the actual decisions 
these respondents face in their businesses – decisions in which they are more cognizant of the 
financial implications of their decisions. 
 Firms in which respondents demonstrated a preference for ownership, control, and family 
involvement in their dominant logic showed above average revenue growth for their industries in 
one particular case of the results presented above. This fact, combined with other results, 
suggests that this non-financial goal, common in family firms, also generates optimal financial 
results. This is contradictory to the hypotheses, which predicted that adherence to non-financial 
logic would encourage financial escalation of commitment. 
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As explained, this interestingly anomalous result was only the case when 
representativeness heuristic use was operationalized as a combination of insensitivity to base rate 
frequency and over-weighting of isolated positive information. This same result did not show a 
direct relationship between representativeness heuristic use and financial performance, but it did 
show a significant relationship for the interaction term non-financial logic * representativeness 
heuristic use. This seems to indicate that decision-makers who prefer to maintain ownership, 
control, and family involvement generate above-average financial results when they ignore the 
loyalty of a handful of key customers and generate below-average financial results when they 
fixate on the loyalty of a handful of key customers. In other words, fixating on the loyalty of a 
handful of key customers is not inherently a recipe for sub-optimal revenue growth, but it is a 
key determinant of revenue growth for firms in which decision-makers prefer to maintain 
ownership, control, and family involvement. 
The Impact of Representativeness Heuristic Use on Financial Escalation of Commitment 
 The hypotheses predicted that representativeness heuristic use would encourage financial 
escalation of commitment. Respondents who demonstrated more open-mindedness to different 
opinions, assistance, advice, and possibilities, who demonstrated more recognition of base rate 
frequency, or who demonstrated more recognition of mean regression in their representativeness 
heuristic use also demonstrated lower levels of financial escalation of commitment in the 
decision scenarios. Respondents who demonstrated a tendency to over-weight isolated negative 
information demonstrated higher financial escalation to commitment in the decision scenarios. 
All of these results are as expected, and they suggest that respondents who make less use of the 
representativeness heuristic are more cognizant of multi-causal factors which may be influencing 
the decision scenarios. 
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Firms in which respondents over-weighted isolated positive information in their use of 
the representativeness heuristic showed above average revenue growth for their industries in 
general. However, larger firms in which respondents demonstrated a tendency to over-weight 
isolated positive information in their use of the representativeness heuristic showed below 
average revenue growth for their industries. These findings are somewhat contradictory to the 
hypotheses, which predicted that all forms of representativeness heuristic use would encourage 
financial escalation of commitment. Given the fact that the isolated positive information 
presented to respondents concerned customer loyalty, these results suggest that customer loyalty 
can be important for revenue growth in smaller firms, but that the evaluation of uni-causal 
information encouraged by fixating on the importance of customer loyalty can be detrimental to 
financial performance in larger firms. 
Larger firms in which respondents demonstrated a preference for redundant indicators 
based on prior experience in their use of the representativeness heuristic showed lower archival 
revenue growth rates. Larger firms in which respondents demonstrated more recognition of mean 
regression showed higher archival revenue growth rates. Both of these results are in line with the 
hypothetical prediction that representativeness heuristic use encourages financial escalation of 
commitment. These results suggest that the evaluation of uni-causal information encouraged by 
over-reliance on redundant indicators based on prior experience is particularly detrimental to 
financial performance as firm size increases. These results also suggest that the focus on internal 
causal factors encouraged by insensitivity to mean regression is also particularly detrimental to 
financial performance as firm size increases. 
Firms in which respondents demonstrated a preference for redundant indicators based on 
prior experience in their use of the representativeness heuristic showed higher archival revenue 
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growth rates. This result is contradictory to the hypothetical prediction that all forms of 
representativeness heuristic use will encourage financial escalation of commitment. This result 
may be an artifact of the composition of the archival data. It may reflect the fact that individuals 
who favor redundant indicators based on prior experience are somehow more likely to update 
their annual revenue figures in public or third-party reports (see limitations section below). 
The Impact of Comparative Information Processing on Financial Escalation of Commitment 
The hypotheses predicted that comparative information processing would discourage 
escalation of commitment. Respondents who were exposed to the comparative information 
processing condition generally demonstrated lower levels of financial escalation of commitment 
in the decision scenarios, which is in line with the prediction of the hypotheses. However, 
respondents who were exposed to the comparative information processing condition and also 
showed a combination of insensitivity to base rate frequency and over-weighting of isolated 
positive information demonstrated higher levels of financial escalation of commitment in the 
decision scenarios. These results tend to suggest that the multi-causal information provided by 
comparative information processing does indeed discourage financial escalation of commitment, 
but that it can be negated when individuals fixate on the importance of the loyalty of a handful of 
key customers. 
Respondents who were exposed to the comparative information processing condition and 
also demonstrated more recognition of base rate frequency demonstrated higher levels of 
financial escalation of commitment in the decision scenarios. This is contradictory to the 
hypotheses, which predicted that both comparative information processing and recognition of 
base rate frequency (i.e., the opposite of insensitivity to base rate frequency and thus a form of 
lower use of the representativeness heuristic) decrease financial escalation of commitment. This 
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result may be an artifact of the wording of the decision scenarios, which focused on information 
about base rate frequency presented by outside experts in the comparative information 
processing condition. Respondents may have been exhibiting something of a “rebellious” 
negative reaction to the information because it was provided by outside experts. 
The Impact of Industry Association Involvement on Financial Escalation of Commitment 
 The hypotheses predicted that industry association involvement would discourage 
financial escalation of commitment. Respondents who were more involved with their industry 
associations demonstrated less financial escalation of commitment in the decision scenarios. This 
is in line with the hypothetical prediction and suggests that the comparative, multi-causal 
information to which decision-makers are exposed through industry associations makes them 
more sensitive to this information when making decisions. Interestingly, this was only the case 
when representativeness heuristic use was operationalized as recognition of mean regression. 
The fact that this result did not show significance for the interaction effect between industry 
association involvement and representativeness heuristic use seems to indicate that recognition 
of mean regression may interact with spurious factors common to industry association 
involvement to generate higher levels of financial performance. One such spurious factor may be 
information about the methods by which association peers achieve various levels of financial 
performance which individuals who are more sensitive to mean regression tend to glean from 
their involvement in such associations. In other words, individuals who recognize the fact that 
extreme positive or extreme negative results may be uncommon. Such individuals may be more 
likely to learn about the methods by which all of their industry association peers achieve success, 
not just the extreme examples, and subsequently bear this information in mind to temper their 
decisions. 
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 Firms in which respondents were more involved with their industry associations 
demonstrated above average revenue growth for their industries. This is also in line with the 
hypothetical predictions outlined above and suggests that the comparative, multi-causal 
information to which decision-makers are exposed through industry associations leads them to 
make decisions which maximize financial performance. Interestingly, this was only the case 
when representativeness heuristic use was operationalized as a combination of insensitivity to 
base rate frequency and over-weighting of isolated positive information. The fact that this result 
did not show significance for the interaction effect between industry association involvement and 
representativeness heuristic use seems to indicate that insensitivity to base rate frequency and 
over-weighting of isolated positive information may interact with spurious factors common to 
industry association involvement to actually generate higher levels of financial performance. As 
mentioned earlier, given the fact that the isolated positive information presented to respondents 
concerned customer loyalty, one such spurious factor may be that industry association 
involvement is particularly effective at encouraging members to look beyond a handful of key 
customers to grow revenues. 
 Larger firms in which respondents were more involved with their industry associations 
demonstrated better self-reported financial performance than larger firms in which respondents 
were less involved with their industry associations. This is also in line with the hypothetical 
predictions outlined above and suggests that the comparative, multi-causal information to which 
decision-makers are exposed through industry associations leads them to make decisions which 
maximize financial performance. Interestingly, this was not the case when representativeness 
heuristic use was operationalized as over-weighting of isolated positive information. The fact 
that these results did not show significance for the interaction effect between industry association 
   
 
210 
 
involvement and representativeness heuristic use seems to indicate that over-weighting of 
isolated positive information may interact with spurious factors to negate the effect that industry 
association involvement otherwise has on financial performance. Since the above-mentioned 
result occurred only in larger firms, and the isolated positive information presented to 
respondents concerned customer loyalty, one such spurious factor may be the fact that as firm 
size increases, continued focus on customer loyalty becomes particularly detrimental to financial 
performance. 
 Firms in which respondents were more involved with their industry associations and also 
tended to over-weight isolated positive or negative information showed lower levels of self-
reported financial performance. This is also in line with the hypothetical predictions and suggests 
that the comparative, multi-causal information to which decision-makers are exposed through 
industry association involvement leads them to make decisions which maximize financial 
performance. The fact that this result did not show significance for the interaction effect between 
industry association involvement and representativeness heuristic use seems to indicate that 
over-weighting of isolated positive information and over-weighting of isolated negative 
information may interact with spurious factors to negate the effect that industry association 
involvement otherwise has on financial performance. As mentioned earlier, the isolated positive 
information presented to respondents involved customer loyalty. The results above were the case 
for respondents who over-weighted positive information but not for respondents who were 
insensitive to base rate frequency. Given this fact, one potential spurious factor may be that the 
loyalty of a handful of key customers (insensitive to base rate frequency) is positively correlated 
with financial performance, but customer loyalty in general may not be, while industry 
associations tend to emphasize the importance of customer loyalty in general without regard to 
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the key account status of loyal customers. As mentioned earlier, the isolated negative 
information presented to respondents involved software problems. Given this fact, another 
potential spurious factor may be the fact that individuals who are prone to over-react to software 
problems may seek out information from their industry associations which somehow compounds 
these problems and decreases financial performance. 
The Impact of Firm Size on Financial Escalation of Commitment 
 The hypotheses predicted that firm size would have a moderating effect which 
discouraged escalation of commitment for all of the independent variables. In the archival 
measure of strategic change, financial escalation of commitment was operationalized as change 
in a firm’s website presence. Smaller firms showed less change in their websites than larger 
firms. While a direct relationship between firm size and financial escalation of commitment was 
not hypothesized, this result is in line with the spirit of the hypotheses and seems to be a 
reflection of the limited resources available in smaller firms. Interestingly, this result was not the 
case when representativeness heuristic use was operationalized as over-weighting of isolated 
negative information. This may be an artifact of the wording of the decision scenarios, which 
were linked to the measurement of representativeness heuristic use. The scenario which was 
linked to the measurement of over-weighting of isolated negative information was focused on a 
software decision. Respondents who responded more strongly to the negative information 
presented in this scenario may more sensitive to technology issues and thus invest more time and 
energy in their websites. The fact that larger firms in which respondents overweighed isolated 
negative (software) information in their use of the representativeness heuristic also showed more 
change in their websites also supports this explanation. 
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Smaller firms demonstrated lower archival revenue growth rates than larger firms. This is 
in line with the hypothetical predictions. Problematically, however, smaller firms tended to show 
better self-reported financial performance and tended to show above-average revenue growth for 
their industries compared to larger ones. Both of these latter two results are at odds with the 
hypothetical predictions of this study. These latter two results may be an artifact of the 
measurement scale used to collect the self-report financial measures (see limitations section 
below). 
Limitations 
 The results presented above should be understood in the context of the following 
limitations: 
 The factors which influence situational assessments, strategic choices, and the ultimate 
performance of business organizations are myriad. It is common in strategic management 
research to focus on antecedents to these phenomena with marginal predictive power – often 
reporting R-square values well below 10%. There are also myriad factors which influence 
individuals’ cognition, leading psychology researchers to regularly focus on precisely-
controlled experiments in laboratory settings which allow for the isolation of individual 
psychological mechanisms. The extremely complex nature of this causal landscape 
justifiably leads many strategic management scholars to question the practicality and 
explanatory power of research focused on individual psychological factors (Rumelt, 
Schendel, & Teece, 1994). However, practical relevance to business leaders’ actual decision-
making tasks argues for the importance of studying individual psychological factors in the 
context of strategic management (Powell, 2011). Interventions in public policy based on the 
manipulation of individual psychological mechanisms have also proven to have a significant 
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impact on complex performance outcomes such as increases in organ donation rates and 
savings rates (Weber & Johnson, 2009), suggesting that they may have a similar impact on 
complex performance outcomes in business organizations. 
 The archival financial performance data for revenue growth gathered from the ORBIS 
database varies significantly from the self-report financial performance data for revenue 
growth. While the archival financial performance data for revenue growth data is correlated 
with the self-report financial performance measures for net income, number of employees, 
and change in number of employees, it is not actually correlated with the self-report financial 
performance measure for revenue growth. This is likely a reflection of the fact that the 
database is populated with information from second-hand sources which are not updated 
regularly or not filled out accurately by the firms in question. 
 The ordinal scales used in the financial self-report measures contain a natural skew in their 
setup. The intervals on the extremes of the scales for change in employees, revenues, and 
liabilities are larger than those in the middle of these scales, while the intervals of the scales 
for total number of employees, total revenues, and total net income get larger as the scale 
gets higher. This skew was addressed by transforming the measures to resemble a normal 
distribution, but this skew still may be responsible for some of the results above related to 
firm size. 
 The wording in the decision scenarios presented to survey respondents may have introduced 
unintended additional effects. Its intended manipulation for comparative information 
processing did not truly compare two different decision options to each other as much as it 
gave more information about base rate frequency in the comparative scenario than it did in 
the selective one. 
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 Many of the indices used to operationalize the various theoretical constructs above showed 
unacceptably low levels of factor loading and reliability across measures. While the indices 
have content validity, they need to be replaced by more reliable measure scales to lend 
further support and/or clarification to the results presented above. 
 The interpretation of the archival data on strategic change examined above is based on an 
anecdotal assumption that greater numbers of impressions in the Internet Archive are 
reflective of more change in respondent firms’ websites. This assumption may or may not be 
correct. Unfortunately, the author has been unsuccessful in getting clarification on this 
assumption from the Internet Archive, which is a non-profit library with a small technical 
support staff. As such, it is very slow to respond to requests for tailored clarification. 
 The correlation matrix for the data presented above shows a highly significant correlation 
between firm size and information processing condition. This seems to be an unintended 
artifact of data collection. Respondents from larger firms seem to have been inadvertently 
presented with the comparative information processing condition much more frequently than 
respondents from smaller firms. This may distort the results presented above with respect to 
information processing condition. 
Implications 
 This study has a number of promising implications for both theory and practice. They 
include the following: 
 This research expands the well-established work of marketing and consumer behavior 
scholars on decision-making psychology into the realm of small business decision-making. 
There is a long history of empirically-demonstrated results showing decisions human beings 
reach can differ markedly depending on the cognitive filters at work in the psyche of the 
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decision-maker. To date, however, this stream of research has not been applied much in the 
realm of small business decision-making. 
 In line with the preceding point, this research addresses the calls of entrepreneurship 
cognition and behavioral strategy scholars to provide explanations for the divergence in firm 
performance results based on individual decision-makers’ psychology. As the results above 
demonstrate, psychological factors can exercise a notable impact on the conclusions reached 
by small business decision-makers, and these conclusions can have a considerable impact on 
firm financial performance. 
 This research also expands a long and productive tradition of scholarly research on escalation 
of commitment by presenting a new theoretical justification for four new antecedents to 
escalation of commitment. These antecedents include dominant logic, decision-making 
heuristics, information processing condition, and industry association involvement. Given the 
continued propensity of individual and group decision-makers in all types of organizations to 
persist in their pursuit of failing or sub-optimal courses of action, the present research adds to 
the discussion both on ways to mitigate this type of behavior and on ways in which 
persistence might lead to long-term success. 
 This research presents three different new scale instruments for future empirical work, two of 
which demonstrate multiple, heretofore unmeasured dimensions of two constructs of 
significant interest to scholars (non-financial dominant logic and use of the 
representativeness heuristic). While the measurement scales as presently constituted do not 
demonstrate sufficient reliability for robust empirical deployment, they are a very promising 
start. The author looks forward to developing them to the point where they can dependably 
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be used by scholars in a number of disciplines to further empirical measurement of dominant 
logic, decision-making heuristics, and industry association involvement. 
 This research validates the importance of calls by scholars in a number of disciplines for 
mixed-methods research and use of multiple data sources to measure independent variables 
in the social sciences. The results obtained in this study vary markedly by type of data source 
and methodological tool. For example, the qualitative measurement of representativeness 
heuristic use employed in this study was, to date, one of the leading standards for 
measurement of representativeness heuristic use in the social sciences. This independent 
variable measure by itself, deemed by the author to be “open mindedness to different 
opinions, assistance, advice, and possibilities,” provided evidence that representativeness 
heuristic use contributed to financial escalation of commitment. However, the present 
research also showed, with quantitative measures, that multiple heretofore unmeasured 
dimensions of the same construct (insensitivity to/recognition of base rate frequency, 
overweighting of isolated positive/negative information, preference for redundant indicators, 
and insensitivity to/recognition of mean regression) demonstrated markedly different 
influences on financial escalation of commitment compared to the aforementioned, formerly 
unquestioned, existing “monolithic” measurement for representativeness heuristic use. None 
of these nuances would have been teased out without the help of both the qualitative and 
quantitative measurement tools utilized in this study. 
 In a related vein, the dependent variable measures utilized in this study showed similarly 
divergent results from previous empirical work in the extant literature. For example, the 
experimentally-manipulated decision-making scenarios demonstrated strong support for the 
theorized relationship of representativeness heuristic use with financial escalation of 
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commitment. This contrasts with the self-report firm financial performance measures. While 
these measures also reflected many of the expected impacts of the hypothesized theoretical 
relationships, these results were, at times, more equivocal. In further contrast to these results 
is the fact that the archival firm financial performance measure employed in this research 
showed sometimes highly significant results which directly contradicted the aforementioned 
findings (for example, with respect to firm size). Finally, the archival firm strategic change 
measure utilized in this research showed significant and, at times, contradictory results which 
explored a strategic outcome phenomenon (historical changes in web presence) which, to the 
author’s knowledge, no scholar has heretofore considered analyzing. 
 Also in related vein, the methodological operationalization of financial escalation of 
commitment as a dichotomous variable, and the subsequent methodological examination of 
this variable with logistic regression analysis, demonstrated important nuances in the 
conclusions which follow from such analysis. For example, these results showed that, while 
adherence to non-financial dominant logic and representativeness use generally had a 
negative impact on financial escalation of commitment, one particular type of dominant logic 
(preference for ownership, control, and family involvement) and one particular type of 
representativeness heuristic use (over-weighting of isolated positive information) had 
unexpectedly positive impacts on financial escalation of commitment. 
 From a practitioner standpoint, the results above highlight the value of involvement in 
industry associations. This is a highly significant finding for the family business literature, 
given the dearth of extant studies in this literature stream which focus on the potentially 
beneficial impact of industry association involvement as an element of governance in family 
firms. Given the very helpful cooperation provided by several associations in the collection 
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of data for this research, these results will also be a useful proof of value that these and other 
associations can present to their members. 
 Perhaps most importantly, this research offers some insights into how decision-makers in 
small family firms – the world’s most common form of business organization – can 
maximize their profitability while still adhering to the non-financial priorities they hold dear. 
Such improvement in profitability can have a very important positive impact on the world 
economy. 
 
Chapter VIII – Conclusion 
 
 The author has spent over two years pursuing an ambitious theoretical and data collection 
agenda to realize the dissertation presented above. Like all human endeavors (certainly scholarly 
ones), it has taken a number of twists and turns. It has seen some of its hypotheses supported and 
others contradicted. It has hit upon a number of valuable discoveries not expected at the outset 
and called into question various theoretical projections previously assumed to be valid. In other 
words, it is valuable and it is also imperfect. Despite all its “freckles,” however, this research 
presents important new empirical results which help to explain why some small family firms are 
more profitable than others. It elucidates specific cognitive biases inherent to use of the 
representativeness heuristic which lead decision-makers to persist with financially sub-optimal 
courses of action. It provides evidence that involvement with industry associations mitigates this 
negative financial performance. Perhaps of greatest interest to family business scholars and 
practitioners alike, it shows that the non-financial goal of maintaining ownership, control, and 
family involvement also produces above-average financial results if decision-makers can manage 
to look beyond maintenance of the loyalty of their key customers. 
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Table 1 – Comparison of Information Processing Theory 
& the Attention-Based View of the Firm 
 
 Information Processing 
Theory 
The Attention-Based View 
of the Firm 
Research Questions How do individuals process 
information to make 
decisions? 
What information gets 
considered by the individual 
decision-makers who 
populate firms? 
Assumptions: Human 
Condition 
Human beings are systems for 
processing information 
Human beings’ attention 
focus is impacted by 
organizational and 
environmental context 
Assumptions: Organizational 
Condition 
Full of individual decision-
makers 
Full of information 
Key Ideas Causal attributions 
(external/internal, 
stable/unstable), inductive vs. 
deductive reasoning, uni-
causal vs. multi-causal 
information 
Attention, bounded 
rationality 
Outcome of Interest Individual decision Firm strategic choice 
Antecedents of Interest Cognitive attributions, 
reasoning method, type of 
information 
Environment, organizational 
structure 
Primary Locus of Attention Individual Firm 
Sample of Foundational 
Works 
Heider, 1958; Kelley, 1967, 
1972, 1973; Neisser, 1967 
Ocasio, 1997; Simon, 1957 
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Table 2 – Non-Response Bias T-Tests 
 
Independent Samples Test 
  
Goering Center 
Sample 
Tri-State (Ohio-
Indiana-Kentucky) 
Sample 
California 
Family Business 
Association 
Sample 
Precision 
Machined Parts 
Association 
Sample 
California Family 
Winemakers' 
Association 
Sample Qualtrics Sample 
t 
Sig. (2-
tailed) T 
Sig. (2-
tailed) t 
Sig. (2-
tailed) t 
Sig. (2-
tailed) t 
Sig. (2-
tailed) t 
Sig. (2-
tailed) 
Q19, App. 1 .462 .646 -1.531 .136 .361 .721 .481 .633 -2.828 .106 -.916 .361 
Q27, App. 1 .383 .704 .554 .585 0.000 1.000 -.394 .696 -.577 .667 -1.262 .208 
Q36, App. 1 -.246 .807 1.159 .258 .028 .978 -.130 .897 N/A N/A -.604 .546 
Q40, App. 1 .191 .850 -.114 .910 .562 .584 -.924 .361 -.866 .546 .311 .756 
Q1, App. 2-3 -1.629 .111 1.373 .180 -.209 .836 .553 .583 -.211 .853 -.809 .419 
Q6e, App. 2-3 0.000 1.000 .548 .588 1.355 .192 .342 .734 .000 1.000 -1.622 .106 
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Table 3 – Exploratory Factor Analysis – Non-Financial Logic 
 
Rotated Component Matrix 
  
Component 
1 2 
Q15 -.180 .797 
Q16 .501 .453 
Q17 .777 .166 
Q18 .822 -.074 
Q19 .768 -.021 
Q20 .151 .647 
 
Table 4 – Confirmatory Factor Analysis – Preference for Ownership, Control, 
and Family Involvement (3 measures) 
 
Factor Matrix 
  
Factor 
1 
Q16 .313 
Q18 .633 
Q19 .845 
 
Table 5 – Confirmatory Factor Analysis – Preference for Ownership, Control, 
and Family Involvement (4 measures) 
 
Factor Matrix 
  
Factor 
1 
Q16 .409 
Q17 .689 
Q18 .751 
Q19 .649 
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Table 6 – Exploratory Factor Analysis – Representativeness Heuristic Use 
 
Rotated Component Matrix 
  
Component 
1 2 3 4 
Q2 -.101 -.204 .024 .755 
Q3.a. -.056 .736 -.126 -.006 
Q3.b. .182 .612 .091 -.020 
Q3.c. .265 .592 .288 .017 
Q3.d. .079 .239 -.115 .606 
Q3.e. -.033 .120 .778 -.118 
Q5 -.689 .045 .096 .222 
Q6.a. -.270 .529 .107 .134 
Q.6.b. .855 .133 .059 .077 
Q.6.c. .784 .190 .117 .263 
Q.6.d. -.579 .278 .136 .387 
Q.6.e. .008 .025 .845 .053 
 
Table 7 – Confirmatory Factor Analysis – Insensitivity to Base Rate Frequency and Over-
Weighting of Isolated Positive Information (4 measures) 
 
Factor Matrix 
  
Factor 
1 
Q3.a. .538 
Q3.b. .454 
Q3.c. .566 
Q6.a. .338 
 
Table 8 – Confirmatory Factor Analysis – Insensitivity to Base Rate Frequency and Over-
Weighting of Isolated Positive Information (3 measures) 
 
Factor Matrix 
  
Factor 
1 
Q3.a. .624 
Q3.b. .342 
Q6.a. .389 
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Table 9 – Exploratory Factor Analysis – Involvement with Industry Associations 
 
Rotated Component Matrix 
  
Component 
1 2 
Q23 .228 .054 
Q24 .744 .096 
Q26 -.061 .900 
Q27 -.505 -.374 
Q28 -.769 .107 
Q29 .730 -.249 
 
Table 10 – Confirmatory Factor Analysis – Industry Association Participation and 
Involvement (5 measures) 
 
Factor Matrix 
  
Factor 
1 
Q23 .137 
Q24 .593 
Q27 -.319 
Q28 -.681 
Q29 .653 
 
Table 11 – Confirmatory Factor Analysis – Industry Association Participation and 
Involvement (4 measures) 
 
Factor Matrix 
  
Factor 
1 
Q24 .593 
Q27 -.317 
Q28 -.676 
Q29 .658 
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Table 12 – Confirmatory Factor Analysis – Industry Association Participation and 
Involvement (3 measures, n = 219) 
 
Factor Matrix 
  
Factor 
1 
Q24 -.640 
Q27 .420 
Q28 .575 
 
Table 13 – Confirmatory Factor Analysis – Industry Association Participation and 
Involvement (3 measures, n = 170) 
 
Factor Matrix 
  
Factor 
1 
Q24 .565 
Q28 -.652 
Q29 .711 
 
Table 14 – Exploratory Factor Analysis – Firm Size 
 
Component Matrix 
  
Component 
1 
Q31 .867 
Q33 .909 
Q40 .895 
 
Table 15 – Confirmatory Factor Analysis – Firm Size 
 
Factor Matrix 
  
Factor 
1 
Q31 .770 
Q33 .885 
Q40 .839 
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Table 16 – Exploratory Factor Analysis – Financial Escalation of Commitment 
 
Rotated Component Matrix 
  
Component 
1 2 3 4 
Q32 (A1) .670 .317 .245 -.019 
Q34 (A1) .872 -.122 -.080 -.026 
Q36 (A1) .835 -.068 .093 .082 
Q1 (A2-3) .009 -.233 .433 .627 
Q4 (A2-3) .030 .163 -.224 .835 
Measure 32' .001 .696 -.161 -.016 
Measure 34' -.381 .690 .261 .093 
Web Change Measure .107 .548 .051 -.008 
Archival Revenue Growth .120 .059 .862 -.059 
 
Table 17 – Confirmatory Factor Analysis – Self-Report Firm Performance Measures 
 
Factor Matrix 
  
Factor 
1 
Q32 (A1) .525 
Q34 (A1) .789 
Q36 (A1) .785 
 
Table 18 – Confirmatory Factor Analysis – Need for Cognitive Closure 
 
Factor Matrix 
  
Factor 
1 
Q21.a. .516 
Q21.b. .339 
Q21.c. .799 
Q21.d. .730 
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Table 19 – Correlation Matrix 
 
 
 
1 = Firm Size 
2 = Information Processing Condition 
3 = Devotion to Non-Financial Goals (business as a way of life) 
4 = Devotion to Non-Financial Goals (family needs first) 
5 = Non-Financial Logic 
6 = Industry Association Involvement 
7 = Representativeness Heuristic Use (open-mindedness to different opinions, advice, assistance, or possibilities) 
8 = Representativeness Heuristic Use (combination of insensitivity to base rate frequency and over-weighting of isolated positive information) 
9 = Representativeness Heuristic Use (recognition of base rate frequency) 
10 = Representativeness Heuristic Use (over-weighting of isolated positive information) 
11 = Representativeness Heuristic Use (over-weighting of isolated negative information) 
12 = Representativeness Heuristic Use (preference for redundant indicators based on prior experience) 
13 = Representativeness Heuristic Use (recognition of mean regression) 
14 = Financial Escalation of Commitment (decision scenarios) 
15 = Financial Escalation of Commitment (dichotomous measure) 
16 = Financial Escalation of Commitment (self-report firm performance measures) 
17 = Financial Escalation of Commitment (archival firm performance measure) 
18 = Financial Escalation of Commitment (archival strategic change measure) 
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Table 20 – Significant Results (Adherence to Non-Financial Logic) 
 
 Dimensions of Adherence to Non-Financial Logic 
 1 2 
H.1.a.   
H.1.b.   
H.2.a.   
H.2.b.   
H.3.   
H.4.a.   
H.4.b.   
H.5.a.   
H.5.b.   
H.6.a.i.   
H.6.a.ii.   
H.6.a.iii. 
 
 
H.6.b.i.   
H.6.b.ii.   
H.6.b.iii.   
 
1 = Adherence to Non-Financial Logic (preference for ownership, control, and family involvement) 
2 = Adherence to Non-Financial Logic (preference for pet projects and avoidance of conflict) 
 
 = Supported. 
 = Inconclusive, but the results support the spirit of the hypothesis. 
   = Contradicted. 
    = Inconclusive, but the results contradict the spirit of the hypothesis. 
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Table 21 – Significant Results (Representativeness Heuristic Use) 
 
 Dimensions of Representativeness Heuristic Use 
 1 2 3 4 5 6 7 
H.1.a.        
H.1.b.        
H.2.a.        
H.2.b.        
H.3.      
 
 
H.4.a. 
 
  
    
H.4.b. 
 
      
H.5.a.        
H.5.b.        
H.6.a.i. 
    
 
 
 
H.6.a.ii.        
H.6.a.iii.        
H.6.b.i.        
H.6.b.ii.        
H.6.b.iii.        
 
1 = Representativeness Heuristic Use (open-mindedness to different opinions, advice, assistance, or possibilities) 
2 = Representativeness Heuristic Use (combination of insensitivity to base rate frequency and over-weighting of isolated positive information) 
3 = Representativeness Heuristic Use (recognition of base rate frequency) 
4 = Representativeness Heuristic Use (over-weighting of isolated positive information) 
5 = Representativeness Heuristic Use (over-weighting of isolated negative information) 
6 = Representativeness Heuristic Use (preference for redundant indicators based on prior experience) 
7 = Representativeness Heuristic Use (recognition of mean regression) 
 
 = Supported. 
 = Inconclusive, but the results support the spirit of the hypothesis. 
   = Contradicted. 
    = Inconclusive, but the results contradict the spirit of the hypothesis. 
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Table 22 – Significant Results (Financial Escalation of Commitment – Decision Scenarios) 
 
 Dimensions of Representativeness Heuristic Use 
 1 2 3 4 5 6 7 
H.1.a. 
   
  
  
H.1.b.        
H.2.a. 
   
 
 
 
 
H.2.b.        
H.3.        
H.4.a.        
H.4.b.        
H.5.a.   
  
   
H.5.b.        
H.6.a.i.       
 
H.6.a.ii.       
 
H.6.a.iii.       
 
H.6.b.i.        
H.6.b.ii.        
H.6.b.iii.        
 
1 = Representativeness Heuristic Use (open-mindedness to different opinions, advice, assistance, or possibilities) 
2 = Representativeness Heuristic Use (combination of insensitivity to base rate frequency and over-weighting of isolated positive information) 
3 = Representativeness Heuristic Use (recognition of base rate frequency) 
4 = Representativeness Heuristic Use (over-weighting of isolated positive information) 
5 = Representativeness Heuristic Use (over-weighting of isolated negative information) 
6 = Representativeness Heuristic Use (preference for redundant indicators based on prior experience) 
7 = Representativeness Heuristic Use (recognition of mean regression) 
 
 = Supported. 
 = Inconclusive, but the results support the spirit of the hypothesis. 
   = Contradicted. 
    = Inconclusive, but the results contradict the spirit of the hypothesis.
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Table 23 – Significant Results (Financial Escalation of Commitment – Dichotomous 
Measure) 
 
 Dimensions of Representativeness Heuristic Use 
 1 2 3 4 5 6 7 
H.1.a. 
 
 
     
H.1.b.        
H.2.a. 
   
 
   
H.2.b.        
H.3.  
 
     
H.4.a.        
H.4.b.        
H.5.a.        
H.5.b.        
H.6.a.i.  
 
     
H.6.a.ii.  
 
     
H.6.a.iii.  
 
     
H.6.b.i.        
H.6.b.ii.        
H.6.b.iii.        
 
1 = Representativeness Heuristic Use (open-mindedness to different opinions, advice, assistance, or possibilities) 
2 = Representativeness Heuristic Use (combination of insensitivity to base rate frequency and over-weighting of isolated positive information) 
3 = Representativeness Heuristic Use (recognition of base rate frequency) 
4 = Representativeness Heuristic Use (over-weighting of isolated positive information) 
5 = Representativeness Heuristic Use (over-weighting of isolated negative information) 
6 = Representativeness Heuristic Use (preference for redundant indicators based on prior experience) 
7 = Representativeness Heuristic Use (recognition of mean regression) 
 
 = Supported. 
 = Inconclusive, but the results support the spirit of the hypothesis. 
   = Contradicted. 
    = Inconclusive, but the results contradict the spirit of the hypothesis.
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Table 24 – Significant Results (Financial Escalation of Commitment – Self-Report Firm 
Performance Measures) 
 
 Dimensions of Representativeness Heuristic Use 
 1 2 3 4 5 6 7 
H.1.a. 
   
 
   
H.1.b.        
H.2.a.        
H.2.b.        
H.3.  
 
     
H.4.a.        
H.4.b.        
H.5.a.        
H.5.b.        
H.6.a.i. 
    
 
 
  
H.6.a.ii. 
   
 
   
H.6.a.iii. 
   
 
   
H.6.b.i.        
H.6.b.ii.        
H.6.b.iii.        
 
1 = Representativeness Heuristic Use (open-mindedness to different opinions, advice, assistance, or possibilities) 
2 = Representativeness Heuristic Use (combination of insensitivity to base rate frequency and over-weighting of isolated positive information) 
3 = Representativeness Heuristic Use (recognition of base rate frequency) 
4 = Representativeness Heuristic Use (over-weighting of isolated positive information) 
5 = Representativeness Heuristic Use (over-weighting of isolated negative information) 
6 = Representativeness Heuristic Use (preference for redundant indicators based on prior experience) 
7 = Representativeness Heuristic Use (recognition of mean regression) 
 
 = Supported. 
 = Inconclusive, but the results support the spirit of the hypothesis. 
   = Contradicted. 
    = Inconclusive, but the results contradict the spirit of the hypothesis.
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Table 25 – Significant Results (Financial Escalation of Commitment – Archival Firm 
Performance Measure) 
 
 Dimensions of Representativeness Heuristic Use 
 1 2 3 4 5 6 7 
H.1.a.        
H.1.b. 
     
 
 
 
 
H.2.a. 
     
 
 
H.2.b. 
     
 
 
 
 
H.3.        
H.4.a.        
H.4.b. 
     
 
 
 
 
H.5.a.        
H.5.b. 
     
 
 
 
 
H.6.a.i.        
H.6.a.ii.        
H.6.a.iii.        
H.6.b.i. 
     
 
 
 
 
H.6.b.ii. 
     
 
 
 
 
H.6.b.iii. 
     
 
 
 
 
 
1 = Representativeness Heuristic Use (open-mindedness to different opinions, advice, assistance, or possibilities) 
2 = Representativeness Heuristic Use (combination of insensitivity to base rate frequency and over-weighting of isolated positive information) 
3 = Representativeness Heuristic Use (recognition of base rate frequency) 
4 = Representativeness Heuristic Use (over-weighting of isolated positive information) 
5 = Representativeness Heuristic Use (over-weighting of isolated negative information) 
6 = Representativeness Heuristic Use (preference for redundant indicators based on prior experience) 
7 = Representativeness Heuristic Use (recognition of mean regression) 
 
 = Supported. 
 = Inconclusive, but the results support the spirit of the hypothesis. 
   = Contradicted. 
    = Inconclusive, but the results contradict the spirit of the hypothesis. 
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Table 26 – Significant Results (Financial Escalation of Commitment – Archival Strategic 
Change Measure) 
 
 Dimensions of Representativeness Heuristic Use 
 1 2 3 4 5 6 7 
H.1.a. 
    
 
  
H.1.b. 
       
H.2.a.        
H.2.b. 
       
H.3.        
H.4.a.        
H.4.b. 
       
H.5.a.        
H.5.b. 
       
H.6.a.i.        
H.6.a.ii.        
H.6.a.iii.        
H.6.b.i. 
       
H.6.b.ii. 
       
H.6.b.iii. 
       
 
1 = Representativeness Heuristic Use (open-mindedness to different opinions, advice, assistance, or possibilities) 
2 = Representativeness Heuristic Use (combination of insensitivity to base rate frequency and over-weighting of isolated positive information) 
3 = Representativeness Heuristic Use (recognition of base rate frequency) 
4 = Representativeness Heuristic Use (over-weighting of isolated positive information) 
5 = Representativeness Heuristic Use (over-weighting of isolated negative information) 
6 = Representativeness Heuristic Use (preference for redundant indicators based on prior experience) 
7 = Representativeness Heuristic Use (recognition of mean regression) 
 
 = Supported. 
 = Inconclusive, but the results support the spirit of the hypothesis. 
   = Contradicted. 
    = Inconclusive, but the results contradict the spirit of the hypothesis. 
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Table 27 – Highlights of the Significant Results by Theoretical Construct 
 
Adherence to Non-Financial Logic 
 Industry association involvement encouraged more preference for ownership, 
control, and family involvement in respondents’ dominant logic. 
 Respondents who prioritized family needs first tended to also display a preference 
for pet projects and avoidance of conflict in their dominant logic. 
Use of the Representativeness Heuristic 
 Respondents from smaller firms tended to exhibit less open-mindedness to different 
opinions, assistance, advice, and possibilities in their representativeness heuristic 
use. 
 Respondents who saw their business as a way of life tended to display a greater 
preference for redundant indicators based on prior experience in their 
representativeness heuristic use. 
 Industry association involvement encouraged respondents to demonstrate less over-
weighting of isolated negative information in their use of the representativeness 
heuristic. 
The Impact of Non-Financial Logic on Financial Escalation of Commitment 
 Firms in which respondents prioritized family needs over business needs showed 
below average revenue growth for their industries. Firms in which respondents 
prioritized family needs over business needs also showed lower levels of self-
reported financial performance. 
 Respondents who saw their business as a way of life demonstrated higher financial 
escalation of commitment in the decision-making scenarios. 
 Firms in which respondents demonstrated a preference for ownership, control, and 
family involvement in their dominant logic actually showed above average revenue 
growth for their industries. This was only the case if they ignored the loyalty of a 
handful of key customers. If they fixated on this loyalty, they showed below average 
revenue growth for their industries. 
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The Impact of Representativeness Heuristic Use 
on Financial Escalation of Commitment 
 Respondents who demonstrated more open-mindedness to different opinions, 
assistance, advice, and possibilities, who demonstrated more recognition of base rate 
frequency, or who demonstrated more recognition of mean regression in their 
representativeness heuristic use also demonstrated lower levels of financial 
escalation of commitment in the decision scenarios. 
 Respondents who demonstrated a tendency to over-weight isolated negative 
information demonstrated higher financial escalation to commitment in the decision 
scenarios. 
 Firms in which respondents demonstrated a tendency to over-weight isolated 
positive information in their use of the representativeness heuristic showed above 
average revenue growth for their industries overall, but larger firms in which 
respondents demonstrated this tendency showed below average revenue growth for 
their industries. 
 Larger firms in which respondents demonstrated a preference for redundant 
indicators in their use of the representativeness heuristic showed lower archival 
revenue growth rates. 
 Larger firms in which respondents demonstrated a recognition of mean regression in 
their use of the representativeness heuristic showed higher archival revenue growth 
rates. 
The Impact of Comparative Information Processing 
on Financial Escalation of Commitment 
 Respondents who were exposed to the comparative information processing condition 
demonstrated lower levels of financial escalation of commitment in the decision 
scenarios. However, respondents who were exposed to the comparative information 
processing condition and fixated on the loyalty of a handful of key customers 
demonstrated higher levels of financial escalation of commitment in the decision 
scenarios. 
The Impact of Industry Association Involvement 
on Financial Escalation of Commitment 
 Respondents who were more involved with their industry associations demonstrated 
less financial escalation of commitment in the decision scenarios. This was only the 
case when representativeness heuristic use was operationalized as recognition of 
mean regression. 
 Firms in which respondents were more involved with their industry associations 
demonstrated above average revenue growth for their industries. 
 Larger firms in which respondents were more involved with their industry 
associations demonstrated better self-reported financial performance than larger 
firms in which respondents were less involved with their industry associations. 
 Firms in which respondents were more involved with their industry associations and 
also tended to over-weight isolated positive or negative information showed lower 
levels of self-reported financial performance. 
The Impact of Firm Size on Financial Escalation of Commitment 
 Smaller firms showed less change in their websites than larger firms. 
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Figure 1 – The Impact of Dominant Logic, Decision-Making Heuristics, and Selective Information Processing 
on Financial Escalation of Commitment in Small Family Firms 
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Appendix 1 – Main Body of the Survey Instrument49 
 
General Questions 
 
1. What is the name of your company? This information is needed for matching 
responses with data ONLY. Your responses will be kept STRICTLY confidential. 
2. What is your company’s website address? This information is needed for matching 
responses with data ONLY. Your responses will be kept STRICTLY confidential. 
3. What is your gender? 
 Male 
 Female 
4. What is your age? 
5. What year was your company founded? 
6. Do you have decision-making responsibility in your company? 
 Yes 
 No 
 
Management Team 
 
7. How many total individuals (family and non-family) are involved in senior management 
in your company (i.e., individuals who have strategic decision-making responsibility)? 
8. Are two or more members of the same family (husband/wife, grandparents/parents/ 
children/grandchildren, aunts/uncles, siblings, cousins) either owners, managers, or 
strategic decision-makers in your company? 
9. How many members of the controlling family (i.e., husband/wife, grandparents/parents/ 
children/grandchildren, aunts/uncles, siblings, cousins from the family referenced in the 
preceding question) participate actively in the business? 
10. How many members of the controlling family (i.e., husband/wife, grandparents/parents/ 
children/grandchildren, aunts/uncles, siblings, cousins from the family referenced in the 
preceding question) do not participate actively in the business but are interested? 
11. Are you a member of the family referenced in the preceding question? 
 Yes 
 No 
12. What type of family member are you (i.e., husband/wife, grandparent/parent/child/ 
grandchild, aunt/uncle, sibling, cousin from the family referenced in the preceding 
question) in relation to the oldest family member who participates actively in the 
business? Please state "self" if you are the oldest family member who participates 
actively in the business. 
 
  
                                                             
49 If answer options are not displayed after a question, respondents were given a free text box to respond to the 
question. 
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Business Priorities & Decision-Making Style 
 
If you do not have strategic decision-making responsibility in your company, please put 
yourself in the shoes of one of the company's strategic decision-makers when answering the 
questions below. 
 
13. We would like to know how you would describe your business. Think of your business 
on a scale from 1 to 5, where a 5 means that the business is a way of life, and a 1 means 
that the business is just a way to earn income. Which number from 1 to 5 best describes 
your business? 
 
 
1  2  3  4  5 
 
14. Think of your business on a scale from 1 to 5, but this time the 5 means that family needs 
come first and the 1 means that business needs come first. Which number from 1 to 5 best 
describes your business? 
 
 
1  2  3  4  5 
 
15. Think of your business on a scale from 1 to 5, but this time the 5 means that projects 
which are traditionally important for you or your family (e.g., pet projects, products, 
or market niches which are maintained or pursued for tradition’s sake or personal 
reasons) should be pursued no matter what, and the 1 means that projects which are 
traditionally important for you or your family are not a priority. Which number from 1 to 
5 best describes your business? 
 
 
 
 
1  2  3  4  5 
 
16. Think of your business on a scale from 1 to 5, but this time the 5 means that certain 
family members or friends should be employed by the business no matter what, and the 1 
means that employing family members or friends is not a priority. Which number from 1 
to 5 best describes your business? 
 
 
 
 
1  2  3  4  5 
 
17. Think of your business on a scale from 1 to 5, but this time the 5 means that you or your 
family should remain operationally involved in the business no matter what, and the 1 
Way of Life Way to earn income 
Business first Family first 
Projects which are 
traditionally important to 
your family are not a priority 
Pursue projects which are 
traditionally important for you or 
your family no matter what 
Employing family members 
or friends is not a priority 
Employ certain family members 
or friends no matter what 
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means that maintaining personal/family operational involvement is not a priority. Which 
number from 1 to 5 best describes your business? 
 
 
 
 
1  2  3  4  5 
 
18. Think of your business on a scale from 1 to 5, but this time the 5 means that you or your 
family should maintain managerial control over the business no matter what, and the 1 
means that maintaining personal/family managerial control is not a priority. Which 
number from 1 to 5 best describes your business? 
 
 
 
 
1  2  3  4  5 
 
19. Think of your business on a scale from 1 to 5, but this time the 5 means that ownership of 
the business should be passed down from one generation of your family to the next no 
matter what, and the 1 means that maintaining trans-generational ownership of 
the business within your family is not a priority. Which number from 1 to 5 best 
describes your business? 
 
 
 
 
1  2  3  4  5 
 
20. Think of your business on a scale from 1 to 5, but this time the 5 means that conflict 
among family members or friends over the business should be avoided no matter what, 
and the 1 means that avoiding conflict among family members or friends over the 
business is not a priority. Which number from 1 to 5 best describes your business? 
 
 
 
 
1  2  3  4  5 
 
21. Please indicate the extent to which you disagree or agree with the following statements.  
a) I don't like to go into a situation without knowing what I can expect from it. 
 Strongly Disagree 
 Disagree 
 Neither Agree nor Disagree 
 Agree 
 Strongly Agree 
Maintaining personal/family 
operational involvement is 
not a priority 
Maintain personal/family 
operational involvement no 
matter what 
Maintaining personal/family 
managerial control is not a 
priority 
Maintain personal/family 
managerial control no matter 
what 
Maintaining trans-
generational family 
ownership is not a priority 
Maintain trans-generational 
family ownership no matter what 
Avoiding conflict among 
family members/friends over 
the business is not a priority 
Avoid conflict among family 
members/friends over the 
business no matter what 
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b) I enjoy having a clear and structured mode of life. 
 Strongly Disagree 
 Disagree 
 Neither Agree nor Disagree 
 Agree 
 Strongly Agree 
c) I dislike it when a person's statement could mean many different things. 
 Strongly Disagree 
 Disagree 
 Neither Agree nor Disagree 
 Agree 
 Strongly Agree 
d) I dislike questions which could be answered in many different ways. 
 Strongly Disagree 
 Disagree 
 Neither Agree nor Disagree 
 Agree 
 Strongly Agree 
 
Involvement with Peer, Business, & Industry Associations 
 
22. What is the name of the major peer, business, or industry association of which you are a 
member? 
23. How long have you been a member of this association? 
24. How would you rate your overall level of satisfaction with this association and its 
programs? 
 Very Dissatisfied 
 Dissatisfied 
 Neutral 
 Satisfied 
 Very Satisfied 
25. What would improve your satisfaction with this association and its programs in the 
future? 
26. How much, if anything, do you pay in membership dues or other fees to this association 
annually? 
27. How often do you attend meetings, trade fairs, or other types of events from this 
association? 
 Daily 
 A couple times a week 
 Weekly 
 A couple times a month 
 Monthly 
 A couple times a year 
 Annually 
 Less than once a year 
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28. How often do you access information from this association's website? 
 Daily 
 A couple times a week 
 Weekly 
 A couple times a month 
 Monthly 
 A couple times a year 
 Annually 
 Less than once a year 
29. How useful is the information on the association's website for your business? 
 Not at all useful 
 Somewhat useful 
 Useful 
 Very useful 
 Extremely useful 
30. Are you a member of another industry, trade, or business association as well? If so, 
please list the name of this association below. If you are a member of more than one 
additional association, please list the name of each association below, separated by 
semicolons. 
 
Business Performance
50
 
 
In order to assess the impact of decision-making on business performance, we need to ask you 
some questions about your business' employees, revenues, profits, and assets. We appreciate 
that this information is sensitive. Therefore, we have listed the answer options below only 
in approximate ranges, rather than exact numbers. This information will be kept 
STRICTLY confidential. 
 
31. Counting both full-time and part-time employees, approximately how many Full-Time-
Equivalent (FTE) employees did your company employ at the end of 2013? 
 1-5 
 6-10 
 11-20 
 21-50 
 51-100 
 101-250 
 251-500 
 More than 501 
  
                                                             
50 To avoid survey fatigue and increase response rate, only one survey question each (change between the end of 
2010 and the end of 2013) was included for change in revenues, change in employees, and change in net margin. 
Thus, this study took one difference score, rather than calculating the average of the past 3 years for the company 
minus the average of the past 3 years for the industry, or slopes of year-on-year change, for each of these three 
measures. 
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32. Approximately how many Full-Time-Equivalent (FTE) employees did your 
company hire (or lay off) between the end of 2010 and the end of 2013? 
 Laid off 101 or more 
 Laid off 51-100 
 Laid off 26-50 
 Laid off 16-25 
 Laid off 11-15 
 Laid off 6-10 
 Laid off 1-5 
 Maintained the same number of employees 
 Hired 1-5 
 Hired 6-10 
 Hired 11-15 
 Hired 16-25 
 Hired 26-50 
 Hired 51-100 
 Hired more than 101 
33. What were your company's approximate gross revenues in 2013? 
 Less than $50,000 
 $50,001-$100,000 
 $100,001-$250,000 
 $250,001-$500,000 
 $500,001-$1 million 
 $1 million-$5 million 
 $5 million-$10 million 
 $10 million-$50 million 
 $50 million-$100 million 
 Over $100 million 
34. Approximately how much did your company's revenues grow (or contract) between the 
end of 2010 and the end of 2013? 
 Contracted by more than $10 million 
 Contracted by $5 million-$10 million 
 Contracted by $1 million-$5 million 
 Contracted by $500,001-$1 million 
 Contracted by $250,001-$500,000 
 Contracted by $100,001-$250,000 
 Contracted by $50,001-$100,000 
 Contracted by $25,001-$50,000 
 Contracted by $10,001-$25,000 
 Contracted by less than $10,000 
 Revenues stayed the same 
 Grew by less than $10,000 
 Grew by $10,001-$25,000 
 Grew by $25,001-$50,000 
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 Grew by $50,001-$100,000 
 Grew by $100,001-$250,000 
 Grew by $250,001-$500,000 
 Grew by $500,001-$1 million 
 Grew by $1 million-$5 million 
 Grew by $5 million-$10 million 
 Grew by more than $10 million 
35. What was your company's approximate net income in 2013? 
 Less than $5,000 
 $5,001-$10,000 
 $10,001-$25,000 
 $25,001-$50,000 
 $50,001-$100,000 
 $100,001-$250,000 
 $250,001-$500,000 
 $500,000-$1 million 
 $1 million-$5 million 
 Over $5 million 
36. Approximately how much did your company's net income grow (or contract) between the 
end of 2010 and the end of 2013? 
 Contracted by $500,001 or more 
 Contracted by $250,001-$500,000 
 Contracted by $100,001-$250,000 
 Contracted by $50,001-100,000 
 Contracted by $25,001-$50,000 
 Contracted by $10,001-$25,000 
 Contracted by $5,001-10,000 
 Contracted by $2,501-$5,000 
 Contracted by $1,001-$2,500 
 Contracted by less than $1,000 
 Net income stayed the same 
 Grew by less than $1,000 
 Grew by $1,001-$2,500 
 Grew by $2,501-$5,000 
 Grew by $5,001-$10,000 
 Grew by $10,001-$25,000 
 Grew by $25,001-$50,000 
 Grew by $50,001-$100,000 
 Grew by $100,001-$250,000 
 Grew by $250,001-$500,000 
 Grew by $500,001 or more 
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37. What were your company's approximate current assets at the end of 2013? 
 Less than $50,000 
 $50,001-$100,000 
 $100,001-$250,000 
 $250,001-$500,000 
 $500,001-$1 million 
 $1 million-$5 million 
 $5 million-$10 million 
 $10 million-$50 million 
 $50 million-$100 million 
 Over $100 million 
38. What were your company's approximate current liabilities at the end of 2013? 
 Less than $50,000 
 $50,001-$100,000 
 $100,001-$250,000 
 $250,001-$500,000 
 $500,001-$1 million 
 $1 million-$5 million 
 $5 million-$10 million 
 $10 million-$50 million 
 $50 million-$100 million 
 Over $100 million 
39. What was your company's approximate long-term debt at the end of 2013? 
 Less than $50,000 
 $50,001-$100,000 
 $100,001-$250,000 
 $250,001-$500,000 
 $500,001-$1 million 
 $1 million-$5 million 
 $5 million-$10 million 
 $10 million-$50 million 
 $50 million-$100 million 
 Over $100 million 
40. What was the approximate value of your company's total assets at the end of 2013? 
 Less than $50,000 
 $50,001-$100,000 
 $100,001-$250,000 
 $250,001-$500,000 
 $500,001-$1 million 
 $1 million-$5 million 
 $5 million-$10 million 
 $10 million-$50 million 
 $50 million-$100 million 
 Over $100 million  
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Appendix 2 – Experimentally Manipulated Portion of the Survey Instrument: Use of the 
Representativeness Heuristic (Comparative Information Processing Condition) 
 
Decision-Making Scenarios 
 
We are interested in studying how small business leaders go about explaining and predicting 
events under conditions of very limited information about the events. It is often necessary to 
make important decisions based on such explanations and predictions, either because there is too 
little time to get additional information or because it is simply unavailable. 
  
On the pages that follow, there are two scenarios that we would like you to consider. We would 
like you to think carefully about each scenario, and then write down answers that are sensible to 
you. 
  
If you do not have strategic decision-making responsibility in your company, please put yourself 
in the shoes of one of the company's strategic decision-makers when answering the questions 
below. 
 
Scenario 1 
 
You are discussing the potential use of a set of free sales & marketing materials, provided by a 
leading vendor and strategic partner to your business, with a colleague. You say “You know, a 
lot of companies are raving about the results they're getting from these materials. One of those 
big consulting firms even published a study recently about how you can sell more and spend 
less if you use materials from strategic partners. But I’m not convinced. I tried a third-party 
brochure once a couple years ago, and my customers were confused why it didn't have our 
company name on it. I think we actually lost some business because of it. As soon as I switched 
back to our normal advertising materials, we had a 20% bump in sales.” “Oh,” says your 
colleague, “don’t jump to conclusions. I’ll bet you used the third-party materials without any 
customization, right?” “Yes,” you admit, “that’s true. I just passed them right along to 
customers.” “Well, that may be it,” says your colleague. “People usually hand out free materials 
without a second thought. I know your company. You take a lot of pride in really developing 
relationships with your customers, and your customers are very loyal to your company name. If 
you package the materials together in a folder with some of your own materials, I’ll bet you get 
better results than you’ve gotten with either your own materials or the free materials separately.” 
 
1. Please provide your estimate of the likelihood that you will get better results by utilizing 
your own sales & marketing materials ranging from 0 to 100. An estimate of 0, of course, 
indicates that there is no chance that you will get better results; an estimate of 100 would 
indicate that you will get better results with certainty. 
 
 
 
     0       10       20       30       40       50       60       70       80       90       100 
 
 
Likelihood that you will get 
better results by utilizing 
your own sales & marketing 
materials 
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2. Comment on your reasoning. Do you think there is a good chance that you will get better 
results by utilizing your own sales & marketing materials? Why or why not? 
 
3. Please indicate the extent to which each of the following pieces of information influenced 
your assessment of this scenario, 1 being not at all and 5 being to a large extent. 
 
a. The report from the big consulting firm 
 
 
1  2  3  4  5 
 
b. Your customers' loyalty to your company name 
 
 
1  2  3  4  5 
 
c. The size of the bump in sales you experienced last time 
 
 
1  2  3  4  5 
 
d. The likelihood that the bump in sales you experienced the last time was an 
isolated phenomenon 
 
 
1  2  3  4  5 
 
e. Other situations you are familiar with which are similar to this scenario 
 
 
1  2  3  4  5 
 
Scenario 2 
 
You need to purchase a new technology system – either one made by your current vendor or one 
made by a competitor. Your last two systems were from your current vendor, and you found 
them to be serviceable, although they did have periodic problems. You review a report, 
where you find that the consensus of the experts is that both systems are very sound technically, 
but the competitor’s system is felt to be slightly superior on some dimensions. You also find that 
companies that run the competitor’s system reported having somewhat fewer problems than 
companies that run your vendor’s system. Finally, you call two colleagues who own a system 
from your current vendor and one who owns a system from the competitor. Both companies who 
run the system made by your current vendor reported having had a few “bugs” but nothing 
major. The owner of the company which runs the competitor’s system exploded when asked how 
he liked his system. “First that fancy database indexing system got corrupted: $250 bucks for a 
custom patch to fix that. Next I started having trouble with the hard drive storage for the system. 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
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Had to upgrade the hard drive. Then there were two different virus problems. We finally stopped 
using it after a year and reverted to using our old system.” 
 
4. Please provide your estimate of the likelihood that the competitor’s system is the better 
purchase ranging from 0 to 100. An estimate of 0, of course, indicates that there is no 
chance that the competitor’s system is the better purchase; an estimate of 100 would 
indicate that the competitor’s system is the better purchase with certainty. 
 
 
     0       10       20       30       40       50       60       70       80       90       100 
 
 
5. If you had to buy a new system from either your current vendor or the competitor today, 
which would you buy? Why? 
 
6. Please indicate the extent to which each of the following pieces of information influenced 
your assessment of this scenario, 1 being not at all and 5 being to a large extent. 
 
a. The expert report about the systems 
 
 
1  2  3  4  5 
 
b. The problems the owner of the competitor’s product had with his system 
 
 
1  2  3  4  5 
 
c. The intensity of the reaction the owner of the competitor's product displayed 
 
 
1  2  3  4  5 
 
d. The likelihood that the negative experiences of the owner of the competitor’s 
product were an isolated phenomenon 
 
 
1  2  3  4  5 
 
e. Other situations you are familiar with which are similar to this scenario 
 
 
1  2  3  4  5 
 
 
  
Likelihood that the 
competitor's system is the 
better purchase 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
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Appendix 3 – Experimentally Manipulated Portion of the Survey Instrument: Use of the 
Representativeness Heuristic (Selective Information Processing Condition) 
 
Decision-Making Scenarios 
 
We are interested in studying how small business leaders go about explaining and predicting 
events under conditions of very limited information about the events. It is often necessary to 
make important decisions based on such explanations and predictions, either because there is too 
little time to get additional information or because it is simply unavailable. 
  
On the pages that follow, there are two scenarios that we would like you to consider. We would 
like you to think carefully about each scenario, and then write down answers that are sensible to 
you. 
  
If you do not have strategic decision-making responsibility in your company, please put yourself 
in the shoes of one of the company's strategic decision-makers when answering the questions 
below. 
 
Scenario 1 
 
You are discussing the potential use of a set of free sales & marketing materials, provided by a 
leading vendor and strategic partner to your business, with a colleague. You say “I tried a third-
party brochure once a couple years ago, and my customers were confused why it didn't have our 
company name on it. I think we actually lost some business because of it. As soon as I switched 
back to our normal advertising materials, we had a 20% bump in sales.” “Oh,” says your 
colleague, “don’t jump to conclusions. I’ll bet you used the third-party materials without any 
customization, right?” “Yes,” you admit, “that’s true. I just passed them right along to 
customers.” “Well, that may be it,” says your colleague. “People usually hand out free materials 
without a second thought. I know your company. You take a lot of pride in really developing 
relationships with your customers, and your customers are very loyal to your company name. If 
you package the materials together in a folder with some of your own materials, I’ll bet you get 
better results than you’ve gotten with either your own materials or the free materials separately.”  
 
1. Please provide your estimate of the likelihood that you will get better results by utilizing 
your own sales & marketing materials ranging from 0 to 100. An estimate of 0, of course, 
indicates that there is no chance that you will get better results; an estimate of 100 would 
indicate that you will get better results with certainty. 
 
 
 
     0       10       20       30       40       50       60       70       80       90       100 
 
 
2. Comment on your reasoning. Do you think there is a good chance that you will get better 
results by utilizing your own sales & marketing materials? Why or why not? 
 
Likelihood that you will get 
better results by utilizing 
your own sales & marketing 
materials 
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3. Please indicate the extent to which each of the following pieces of information influenced 
your assessment of this scenario, 1 being not at all and 5 being to a large extent. 
 
a. Results achieved by other companies you know of which may contradict your 
colleague’s suggestion 
 
 
1  2  3  4  5 
 
b. Your customers' loyalty to your company name 
 
 
1  2  3  4  5 
 
c. The size of the bump in sales you experienced last time 
 
 
1  2  3  4  5 
 
d. The likelihood that the bump in sales you experienced the last time was an 
isolated phenomenon 
 
 
1  2  3  4  5 
 
e. Other situations you are familiar with which are similar to this scenario 
 
 
1  2  3  4  5 
 
Scenario 2 
 
You need to purchase a new technology system – either one made by your current vendor or one 
made by a competitor which is considered to be superior. Your last two systems were from your 
current vendor, and you found them to be serviceable, although they did have periodic problems. 
You call two colleagues who own a system from your current vendor and one who owns a 
system from the competitor. Both companies who run the system made by your current vendor 
reported having had a few “bugs” but nothing major. The owner of the company which runs the 
competitor’s system exploded when asked how he liked his system. “First that fancy database 
indexing system got corrupted: $250 bucks for a custom patch to fix that. Next I started having 
trouble with the hard drive storage for the system. Had to upgrade the hard drive. Then there 
were two different virus problems. We finally stopped using it after a year and reverted to using 
our old system.” 
 
4. Please provide your estimate of the likelihood that the competitor’s system is the better 
purchase ranging from 0 to 100. An estimate of 0, of course, indicates that there is no 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
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chance that the competitor’s system is the better purchase; an estimate of 100 would 
indicate that the competitor’s system is the better purchase with certainty. 
 
 
     0       10       20       30       40       50       60       70       80       90       100 
 
 
5. If you had to buy a new system from either your current vendor or the competitor today, 
which would you buy? Why? 
 
6. Please indicate the extent to which each of the following pieces of information influenced 
your assessment of this scenario, 1 being not at all and 5 being to a large extent. 
 
a. Results achieved by other companies you know of which may contradict the 
experiences of the owner of the competitor's product 
 
 
1  2  3  4  5 
 
b. The problems the owner of the competitor’s product had with his system 
 
 
1  2  3  4  5 
 
c. The intensity of the reaction the owner of the competitor's product displayed 
 
 
1  2  3  4  5 
 
d. The likelihood that the negative experiences of the owner of the competitor’s 
product were an isolated phenomenon 
 
 
1  2  3  4  5 
 
e. Other situations you are familiar with which are similar to this scenario 
 
 
1  2  3  4  5 
 
 
  
Likelihood that the 
competitor's system is the 
better purchase 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
Not at all To a large extent 
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Appendix 4 – Qualitative Coding System for 
Measurement of Representativeness Heuristic Use
51
 
 
I utilized the Fong, Krantz, and Nisbett (1986) coding system, except I expanded the original 
rules to include “open-mindedness to different opinions, advice, assistance, or possibilities” as a 
“poor” (i.e. “partially good”) statistical response. I also changed the coding scale to just 1 or 2, 
because there were too few mentions of statistical concepts in my respondents’ responses to 
meaningfully code 3’s (i.e., “deterministic” responses were coded as a 1, “poor” and “good” 
statistical responses were coded as a 2). The original Fong, Krantz, and Nisbett (1986) coding 
system is described below, followed by the text of the two scenarios that I presented to 
respondents in my dissertation survey (comparative information processing condition). 
 
Original Fong, Krantz, and Nisbett (1986) Coding System 
 
To study the use of statistical reasoning, a simple 3-point coding system was developed for the 
15 problems for which the law of large numbers was applicable (Structures l-5). To illustrate this 
coding system, we present examples of responses to the “slot machine problem,” the 
probabilistic version of Structure 2 (small sample vs large sample – see below). The protagonist 
of the story, Keith, was in a Nevada gas station where he played two slot machines for a couple 
of minutes each day. He lost money on the left slot machine and won money on the right slot 
machine. Keith’s result, however, ran counter to the judgment of an old man sitting in the gas 
station, who said to Keith, “The one on the left gives you about an even chance of winning, but 
the one on the right is fixed so that you’ll lose much more often than you’ll win. Take it from 
me-I’ve played them for years.” Keith’s conclusion after playing the slot machines was that the 
old man was wrong about the chances of winning on the two slot machines. Subjects were asked 
to comment on Keith’s conclusion. Every response to the test problems was classified into one of 
three categories: 
 
1 = an entirely deterministic response, that is, one in which the subject made no use of statistical 
concepts. In responses of this type, there was no mention of sample size, randomness, or 
variance. The following was coded as a deterministic response to the slot machine problem:  
 
Keith’s reasoning was poor, provided the information given by the man was accurate. The man, 
however, may have been deceiving Keith. 
 
2 = a poor statistical response. Responses given this score contained some mention of statistical 
concepts, but were incomplete or incorrect. These responses contained one or more of the 
following characteristics: (1) the subject used both deterministic and statistical reasoning, but the 
deterministic reasoning was judged by the coder to have been preferred by the subject; (2) the 
subject used incorrect statistical reasoning, such as the gambler’s fallacy; (3) the subject 
mentioned luck or chance or the law of large numbers but was not explicit about how the 
statistical concept was relevant. The following is an example of a poor statistical response to the 
slot machine problem: 
 
                                                             
51 Adapted from Fong, Krantz, and Nisbett (1986). 
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I think that Keith’s conclusion is wrong because the old man had better luck on the left one, so he 
thought it was better. Keith had better luck on the right one so he thought it was better. I don’t 
think you could have a better chance on either one. 
 
3 = a good statistical response. Responses given this score made correct use of a statistical 
concept. Some form of the law of large numbers was used, and the sampling elements were 
correctly identified. If the subject used both deterministic and statistical reasoning, the statistical 
reasoning was judged by the coder to have been preferred by the subject. In general, the subject 
was judged to have clearly demonstrated how the law of large numbers could be applied to the 
problem. The following was coded as a good statistical response to the slot machine problem:  
 
Keith’s conclusion is weak. He is wrong in making the assumptions against the old man. Keith is 
judging the machines on only a handful of trials and not with the sample number the old man has 
developed over the years. Therefore, Keith’s margin of error is much more great than the old 
man’s. 
 
The coding system thus distinguished each response on the basis of whether or not a statistical 
concept had been used and, within the class of statistical responses, whether or not it was a 
“good” statistical response, that is, one that showed a correct use of the law of large numbers. 
 
Probabilistic Version of Structure 2 Scenario from Fong, Krantz, and Nisbett (1986) 
 
For his vacation, Keith decided to drive from his home in Michigan to California to visit some of 
his relatives and friends. Shortly after crossing the border into Nevada, Keith pulled into a gas 
station and went inside to buy a state map. There, in a corner of the gas station, were two slot 
machines. Keith had heard about slot machines before, but had never actually seen one. He went 
over to the slot machines and looked at them, trying to figure out how they worked. An old man 
who was sitting close to the machines spoke to Keith. “There ain’t no winning system for slot 
machines. It’s all luck. You just put in a coin, pull the lever, and hope that you’ll win. But let me 
tell you this: some machines are easier to lose on than others. That’s because the owners can 
change the mechanism of the slots so that some of them will be more likely to make you lose. See 
those two slot machines there? The one on the left gives you about an even chance of winning, but 
the one on the right is fixed so that you’ll lose much more often than you’ll win. Take it from me-
I’ve played them for years.” The old man then got up and walked out of the gas station. 
 
Keith was by now very intrigued by the two slot machines, so he played the machine on the left 
for a couple of minutes. He lost almost twice as often as he won. “Humph,” Keith said to himself. 
“The man said that there was an even chance of winning at that machine on the left. He’s 
obviously wrong.” Keith then tried the machine on the right for a couple of minutes and ended up 
winning more often than he lost. Keith concluded that the man was wrong about the chances of 
winning on the two slot machines. He concluded that the opposite was true-that the slot machine 
on the right was more favorable to the player than the machine on the left. 
 
Comment on Keith’s conclusion and his reasoning. Do you agree? Explain your answer. 
 
Scenario 1 from My Dissertation 
 
You are discussing the potential use of a set of free sales & marketing materials, provided by a 
leading vendor and strategic partner to your business, with a colleague. You say “You know, a lot 
of companies are raving about the results they're getting from these materials. One of those big 
consulting firms even published a study recently about how you can sell more and spend less if 
you use materials from strategic partners. But I’m not convinced. I tried a third-party brochure 
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once a couple years ago, and my customers were confused why it didn't have our company name 
on it. I think we actually lost some business because of it. As soon as I switched back to our 
normal advertising materials, we had a 20% bump in sales.” “Oh,” says your colleague, “don’t 
jump to conclusions. I’ll bet you used the third-party materials without any customization, right?” 
“Yes,” you admit, “that’s true. I just passed them right along to customers.” “Well, that may be it,” 
says your colleague. “People usually hand out free materials without a second thought. I know 
your company. You take a lot of pride in really developing relationships with your customers, and 
your customers are very loyal to your company name. If you package the materials together in a 
folder with some of your own materials, I’ll bet you get better results than you’ve gotten with 
either your own materials or the free materials separately.” 
 
Comment on your reasoning. In the scenario above, do you think there is a good chance that you 
will get better results by utilizing your own sales & marketing materials? Why or why not? Please 
write at least one full sentence so we can understand your reasoning. 
 
Scenario 2 from My Dissertation 
 
You need to purchase a new technology system – either one made by your current vendor or one 
made by a competitor. Your last two systems were from your current vendor, and you found them 
to be serviceable, although they did have periodic problems. You review a report, where you find 
that the consensus of the experts is that both systems are very sound technically, but the 
competitor’s system is felt to be slightly superior on some dimensions. You also find that 
companies that run the competitor’s system reported having somewhat fewer problems than 
companies that run your vendor’s system. Finally, you call two colleagues who own a system from 
your current vendor and one who owns a system from the competitor. Both companies who run 
the system made by your current vendor reported having had a few “bugs” but nothing major. The 
owner of the company which runs the competitor’s system exploded when asked how he liked his 
system. “First that fancy database indexing system got corrupted: $250 bucks for a custom patch 
to fix that. Next I started having trouble with the hard drive storage for the system. Had to upgrade 
the hard drive. Then there were two different virus problems. We finally stopped using it after a 
year and reverted to using our old system.” 
 
If you had to buy a new system from either the current vendor or the competitor mentioned in the 
scenario above today, which would you buy? Why? Please write at least one full sentence so we 
can understand your reasoning. 
 
 
